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What Else Is Gas Good for? 
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BARBER 


Conversion 


Have the BEST Hitz i> 
© ™, Latest design Borb 
Automatic i oe 
controls, encased | 


streamlined hood. Tes 
y/ and certified by A 


Controls Laboratory under 
1949 listing requirem 


Besides having unexcelled combustion principles, due to patented Barber j 
pinged vacuum feed jets, and direct scrubbing flame application to fire-box, Be 
ber Gas Conversion Burners also have another important feature. They incor 
rate the highest grade automatic controls and safety devices available. Barbe 
Burners are made in many sizes for all round or oblong furnaces and boilers. Wh 
recommending or installing gas conversion equipment, use Barber units for to 
performance and economy of operation. 


Note the high quality ty; 
of automatic control 
used with Barber Conver 
sion Burners — the fine 
precision equipment ol 


tainable. 


Write for latest Catalog illustrating 
listing many types of Burners for Appliance 
Gas Conversion Burners, Regulators, 
Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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ands for Federal and state regu- 
ption of both privately owned and 
erated utilities and publicly owned 
nd operated utilities, on a fair and 
ndiscriminatory basis; for nondis- 
minatory administration of laws; 
or equitable and nondiscriminatory 
pxation; and, in general—for the per- 
tuation of the free enterprise sys- 

. It is an open forum for the free 
pression of opinion concerning pub- 
¢ utility regulation and allied topics. 
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st Penn doubles capaciff 


Generating Capacity of 1 
Mitchell Station has been d 
bled with the recent installat 
of a third B&W Boiler 
second 80,000 Kw. turbo-ger 
ator. This steam-generating 
brings to 22 the total numbet 
B&W boilers serving W 
Penn Power Company. 

Years of satisfactory | 
formance of other B&W boi 
at the Company’s Springd 
and Connellsville stati¢ 
strongly influenced selection 
B&W steam to provide a 
tional power for the expand 
industrial area served by W 
Penn lines. 


This and 45 other recent B&W boiler designs 
presented in the latest edition of “Centra’ 
Boilers”, Bulletin G-67, now available. 


Three B&W Radiant boilers of this design are now 
serving the new Mitchell Station of West Penn Power 
Company near Courtney, Pa. Total steam capacity is 
1% million pounds per hr. at 1550 psi, 925 F. 





3 B&W Type E Pulverizers as applied to this latest boiler. 
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- has been nearly two decades since the 
controversial Passamaquoddy proj- 
ect for hydroelectric development of the 
tidal waters in the Bay of Fundy began 
to make headlines in the days before the 
first New Deal. Somehow or other, it has 
always been bracketed in our mind with 
the Florida ship canal, as two somewhat 
abortive “make-work” schemes which 
were started by executive order and 
blocked by congressional opposition. 


But while the Florida ship canal seem- 
ingly has developed no noticeably new 
support, talk about the Quoddy project 
is revived every now and then. Now that 
the Truman administration apparently 
has decided to spotlight the New England 
power supply situation, we shall be hear- 
ing more about Quoddy’s possibilities. It 
will be recalled that Secretary of Interior 
Chapman, in a recent letter to Congress, 
conveyed the President’s desire that a 
New England study commission be set 
up. And this would include not only a 
study of New England’s hydroelectric 
potentialities on the Connecticut and 
Merrimack rivers. It would also include 
a special study of the Passamaquoddy 
possibilities along with the St. Lawrence 
situation. 


LINCOLN SMITH 
MAR, 16, 1950 
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SENATOR HERBERT R. O’CONOR 


Ir is now generally understood, how- 
ever, that there is an international al- 
ternative for the all-American plan for 
Quoddy development. It is the all-Ameri- 
can plan which has been the target of 
most of the criticism attacking Quoddy 
as being too expensive to be practical. 
The opening article in this issue is a re- 
view of this international proposal for 
the development of Quoddy tidal power 
for use on both sides of the international 
boundary. Lincotn SmiTH, author of 
this article, is a political scientist, spe- 
cializing in politics and public administra- 
tion, and a visiting scholar at Columbia 
University this year. A native of Maine, 
he is a graduate of Bowdoin College. He 
took his AM and PhD degrees at the 
University of Wisconsin, and has taught 
at Yale, the University of Pennsylvania, 
and University of California at Los An- 
geles. The University of California Press 
is publishing (probably during the sum- 
mer of 1950) a book completed in De- 
cember, 1948, on Maine and New 
England power problems. 


* * * * 


versial standard of valuation with 


BD yenernes cost has long been a contro- 
respect to the regulation of rates for pub- 
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@ Quite a radical change from 
the picturesque mill wheel to a 
modern power plant. And from 
the capital markets of the past 
to those of today. 

Have your financing methods 
and your approach to the finan- 
cial community kept pace with 


ik 


ONE WALL STREET 
Capital Funds over $118,000,000 


a 


How UP-TO-DATE 
is your financing program? 


modern practices? The special- 
ists in our Public Utilities De- 
partment can give you expert 
help in planning a comprehen- 
sive program geared to present- 
day financial conditions. 

They will be glad to discuss 


your business with you. 


GmusT 


NEW YORK 15, N. Y. 
Total Resources over $1,100,000,000 


Wituram N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Watker—Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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lic utilities. The conflict between the 
theories of so-called “prudent invest- 
ment” and some recognition of replace- 
ment of cost or cost to reproduce prop- 
erties has been echoed throughout most of 
the history of public utility rate regula- 
tion in the United States. But there is, 
during the present inflationary period, an 
equally pressing economic problem which 
stems from the same source. It is the 
question of computing allowance for de- 
preciation or amortization for taxation 
purposes on the original cost of plant or 
equipment, as distinguished from the 
greatly increased cost of replacing such 
items. 


We publish in this issue, beginning 
page 341, an exclusive staff interview on 
this important topic by U. S. SENATOR 
HERBERT R. O’Conor, Democrat of 
Maryland. Born in Baltimore in 1896, 
SENATOR O’Conor was graduated from 
Loyola College (’17) and the University 
of Maryland Law School (’20). Follow- 
ing his admission to the bar he entered the 
field of regulatory practice as people’s 
counsel for the Maryland Public Service 
Commission in 1923. He was later elected 
to two terms as state’s attorney in Balti- 
more and as attorney general for the state 
in 1934. He was elected governor of 
Maryland in 1938 and reélected for a 
second term in 1942. He was elected to 
the U. S. Senate in 1946 for a term end- 
ing in 1953. 


* * * * 


HE article about applying a 5-day 

work week for a public utility in busi- 
ness with a 7-day work schedule (begin- 
ning on page 344) is written by Joe R. 
ONG, consulting transportation engineer 
with offices in Cincinnati. A graduate of 
Purdue University and a-member of the 
Institute of Traffic Engineers, Mr. ONG 
has been active for some time in the 
American Transit Association on com- 
mittee work involving fares, schedules, 
and operating economics for transit com- 
panies. Until this year, when he went into 
consultation practice, Mr. ONG was an 
operating official of the Cincinnati Street 
Railway Company, which he first joined 
in 1926. Since that time he has also done 
consultation work for other transit or- 
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JOE R. ONG 


ganizations in the United States and 
Canada in some eighteen cities, including 
Los Angeles and Washington, D. C. 


a x . ~ 


N 1936 the third World Power Con- 

ference was held in this country. In 
1950 the fourth World Power Confer- 
ence convenes in London. Beginning on 
page 351 is an article comparing the in- 
ternational setting for both meetings, 
with special notice of the problems cre- 
ated by current socialistic trends. The 
author is J. A. WHITLOw, a native of 
western Missouri and graduate in elec- 
trical engineering at the University of 
Missouri. In addition to teaching and 
regulatory experience, Mr. WHITLOW 
was for some years an official, first with 
the Arkansas Power & Light Company, 
and until recently with the Public Serv- 
ice Company of Oklahoma. 


* * * * 
N. SANDIFER, whose article on im- 
e portant by-products of the natural 


gas industry begins on page 355, has 
spent many years writing national news. 


THE next number of this magazine will 
be out March 30th. 


A, Geist 
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Free ooothe facts you 


should know about Punched-Card Accounting 


and why it can save you money! 


Your name and address on the coupon below 
will bring our new folder, Atomic-Age Ac- 
counting, to your desk... at once! 


It’s a quick, picture-story explanation of 
the world’s most modern accounting and 
statistical method. The method that is help- 
ing businesses large and small to cut record- 
keeping and report-preparation costs. And, 
even more important, to increase profits by 
giving management the finest administrative 


record procedures they’ve ever had! 


In short, this informative folder shows why 
so many management men rely on Reming- 
ton Rand punched cards for the facts they 
need to plan, coordinate, control and protect 
their business. 


If you’d like this simplified story of how 
punched-card accounting works... or if a 
proven way to cut costs interests you, send 
for Atomic-Age Accounting now. Simply fill 
in and mail the handy coupon. 





MAIL TO: 


Accounting-Tabulating, Rom 110 Management Controls Division, 
Remington Rand inc., 315 Fourth Avenue, New York 10, New York 





eo°o 


Puncneo-Carp AccouNTING 


° ° 


eoo 000 


©o0o0 0808 0 000 O90 


Yes, send me Atomic-Age Accougting. No obligation, of course. 
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Coming IN THE NEXT ISSUE 


* 


SOME COMMENTS ON DIVIDEND POLICY 


Dividend policy can be the key to financial success or failure of a public 
utility company. John F. Childs, of the Irving Trust Company, has analyzed 
various factors which enter into the delicate and important task of deciding 
how high a regular dividend payment should be with due regard for 
stability and the attraction of new equity capital. There are suggestions 
here which company officials, dealing with finances, will want to examine 
and weigh carefully. 


THE DEMOCRATIC WAY AT THE WORK PLACE 


S. A. Leahy, of the Detroit Edison Company, has written an account of a 
practical approach to the public utility company's problem of finding a 
common denominator for employee relation activities. The development 
and training of supervisors require that each person come to feel a part 
of the company. General results of a survey of the attitudes of non- 
supervisory people are also described. 


PUBLIC UTILITY ODDITIES 


Along the lighter side, there are many news items about things which 
happen in the course of a day's work in the public utility business which 
bring a laugh to those who hear them, if not to those who experience them. 
Harold Helfer, professional writer of Washington, D. C., has made an 
amusing collection of such items. 


STOCK PURCHASE PLANS FOR EMPLOYEES, PART | 


The advantages and disadvantages of selling public utility shares to em- 
ployees have been examined from a most objective point of view. Richard 
A. Rosan, New York attorney, has written a 2-part account of the prizes 
and pitfalls to be weighed in determining whether to adopt a program. 
Part | deals with an analysis of various kinds of stock purchase plans. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 
Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 
































NOT A’ NEW ISSUE 





175,464 Shares 


Southern Union Gas Company 


COMMON STOCK 


Price $21 per Share 


ALLEN & COMPANY 
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LEHMAN BROTHERS 





CEaoukelle Cake 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





Davin E, LILIENTHAL 
Former chairman, Atomic Energy 
Commission. 


RAYMOND S. LIVINGSTONE 
Vice president in charge of indus- 
trial relations, Thompson Prod- 
ucts Company. 


EpIToRIAL STATEMENT 
The Journal of Commerce. 


JoHN TABER 
U. S. Representative from 
New York. 


H. G. MEApor 
Director of divisional sales, 
Gulf Oil Corporation, 


Excerpt from advertisement by 
Young & Rubican, Inc. 


HERBERT L. CARPENTER 
Director, Commerce and Industry 
Association of New York, Inc. 
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“What should be the place of private corporations in 
this brand-new technology, an industry that unlike any- 
thing the world has ever seen before was a giant at birth, 
and wholly government owned ?” 


ad 


“To think of human relations in terms of the individual 
approach will be the great influence and development of 
the next ten or fifteen years and will speed us on our way 
toward building a more productive and more harmonious 
America.” 


ad 


“Exaggerated and baseless pessimism on the part of 
business plays directly into the hands of those who claim 
that government spending and investment, or new rounds 
of wage increases, are essential to prevent a deep de- 
pression.” 


> 


“The fiscal health of the nation should be above partisan 
politics but unfortunately the President of the United 
States himself seems unable to distinguish between the 
treasury of the Federal government and the treasury of 
the Democratic party.” ? 


* 


“ _.. the way to strength and prosperity lies not in 
hoarding what we have but in using it to create ever 
more and better products . . . strength and industrial re- 
sources are built through use. The more we need, the 
more we find or create—that is the road to plenty.” 


* 


“Times change. But the rules by which free men and 
nations must succeed or fail do not. If we fail to reward 
initiative, gumption, good ideas, and willingness to work, 
we will destroy those qualities—and, with them, the se- 
curity for both the nation and the individual, which we 
all seek.” 


* 


“Unnecessarily high government expenses mean either 
deficit financing or increased taxes. The first saddles the 
millstone of public debt on this and succeeding genera- 
tions, Any increase in corporate or individual taxes would 
unquestionably reduce production and expansion of busi- 
ness activity and invite a dangerous recession.” 
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New! DODGE 4-TonNeR 


NEW 377 cu. in. Heavy-Duty Engine 


You get power, with economy ... 154 maximum 
gross horsepower ; 330 pound-feet maximum gross 
torque. The right power for low-cost, long-life 
operation on your job. 

@QNEW “Twin” Carburetion 

A new Dodge engineering advancement in the 
4-ton field! Two down-draft carburetors provide 
the right mixture for high-tonnage power, with 
economy. Twin intake manifolds assure uniform 
engine operation. 


@)NEW Sodium-cooled Valves..With Hydraulic Lifters 


Hard, durable silchrome intake valves and in- 
serts withstand high temperatures. Stellite-faced, 
sodium-filled, silchrome exhaust valves resist 
warping. Hydraulic lifters insure perfect 

valve operation; longer truck life. 


@ NEW 5-speed Helical Transmission 


For quiet operation and long life, a rugged, 
constant-mesh, 5-speed helical transmission, 
direct-in-fifth, is standard on 4-ton models. 


. 
© NEW 18,000 or 22,000-Pound Rear Axles 
Assure dependable performance and long 
life. Quality steels and precision-cut gears, 
and the liberal use of bearings, further in- 
sure dependable performance. 


to Haul BIG loads at LOW Cost! 


There’s a mew money-saving truck in the 
high-tonnage field! 


It’s the new Dodge 4-tonner . . . “Job- 
Rated” to haul big loads at low cost! 


Study its advanced, heavy-duty features at 
the left. Compare the truck itself with any 
other in its capacity range. If your require- 
ments fall in the 28,000-pound G.V.W. 
range (up to 50,000 pounds G.C.W.), 
here, indeed, is Jower-cost hauling! 


Ask your Dodge dealer to show you this 
“Job-Rated” load-lugger . . . soon! 


For low-cost transportation, switch to 


Job Rated’ TRUCKS 
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14 REMARKABLE REMARKS—( Continued) 


EpiTor1AL STATEMENT 
The Wall Street Journal. 


SuMNER H. SLICHTER 


Professor, Harvard University. 


Tuomas G. SPATES 
Vice president, General Foods 
Corporation. 


Rosert G. DUNLOP 
President, Sun Oil Company. 


Harry FiLoop Byrp 
U. S. Senator from Virginia. 


Statement by Committee for 
Economic Development. 


Mitiarp G, FAUGHT 
New York industrialist. 
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“Tt takes capital to make jobs, and only work at jobs 
produces goods and services. The supply of these latter 
sets standards of living. Increasing capital investment 
means rising living standards; if no investment, no wide- 
spread bettering of the way of life.” 


* 


“[The government should] remove some of the im- 
pediments which its policies impose upon the expansion 
of industry ... and... remove the special penalties which 
it now imposes on people who attempt to derive income 
from the ownership of stock in corporations.” 


¥ 


“For half a generation now leaders of government and 
leaders of organized labor have been appealing to the 
weaknesses in man—fear, greed, laziness, and self-pity. I 
want the leaders of business to base their platform on an 
appeal to the strengths in man—courage, enterprise, in- 
dustry, and self-respect.” 


> 


“There is no room for doubt that adequate profits, in 
this industry as well as others, must exist in fact or in 
promise before replacement or expansion of facilities will 
occur. A tax which confiscated profits as being ‘excessive’ 
would have almost the same effect as a law which directly 
prohibited further industrial expansion.” 


* 


“We know that private enterprise is the foundation 
stone upon which this nation has built its freedom and its 
progress. It is a good system, and in most respects it is 
tough and durable. But we know that it cannot survive 
excessive regimentation, it cannot survive excessive taxa- 
tion, and it cannot survive excessive government com- 
petition.” 


* 


“To substitute direct controls for the price system is to 
attack the private enterprise system at one of the points 
where it works best and to introduce government inter- 
vention in an area where it is bound to be inefficient, The 
process—largely automatic—of adjusting the supplies of 
the multitude of commodities to the demands for them 
is one of the great achievements of the market economy.” 


> 


“Tl Nowadays] the pursuit of security on somebody else’s 
payroll is held out as far wiser incentive than the doubtful 
prospect of being one’s own boss and perhaps creating new 
jobs for others. This trend has proceeded to the point 
where forty-one out of every one hundred Americans 
would rather look to the government for their jobs and 
security than to private employment. One out of every 
tenth job in the United States is currently supplied by 
the government.” 
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PUBLIC UTILITY 
PRINTING SPECIALISTS  gecory 


Pandick Press has worked closely with utility companies — 

for more than a quarter of a century. Our printing ‘ 

services to this industry range from highly technical PROSPECTUSES 

legal documents to beautifully illustrated descriptive  ° 

brochures. ANNUAL REPORTS 
Whatever the nature of your printing requirements, ° 

we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Service by Pandick” brings you. ° 


Pandick Press. Tre, | 22 THAMES ST~, NEW YORK 6 
71 CLINTON ST., NEWARK, N.J. 


Established 1923 


A QUARTER CENTURY OF SERVICE 




























.SUNSTRAND 


32 For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform - Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
== most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


=) Write today for our price list and com- 
Livy plete information on Sunstrand Wire 
Rope for utility uses. 


SUNBURY WIRE ROPE 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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WITHOUT SPECIAL PROTECTION 


4 


This transformer fire did $50,000 damage 
at an electric power station. 


MULSIFYRE NOW ON GUARD 


TO KILL OIL FIRES FAST 





When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray strikes 
the surface of the burning oil. 


Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing fires 
in flammable oils immiscible with water, wher- 
ever such oil is a fire hazard. There is no con- 
ductivity along the discharge of a Mulsifyre pro- 
jector when the spray strikes conductors carrying 
high voltages. 


Mulsifyre high-velocity projectors produce drops 
large enough and drive them fast enough to pene- 
trate the flames without complete vaporization in 
flight, but limit their velocity so the surface of the 
burning liquid is agitated into an emulsion instead 
of passing through the oil without fire-extinguish- 
ing effect. After a period of time, the emulsion 


Transformers at this elec- 
tric power station are now 
safeguarded by a Grin- 
nell Mulsifyre installation. 
Fast, automatic spray ac- 
tion is being demonstrated 
here. 


breaks down, oil and water separate, and the oil 
can be reclaimed. 


Mulsifyre systems have proven their effectiveness 
during sixteen years of extinguishing transformer 
fires. Today they protect hundreds of installations 
all over the world. 


For information on Mulsifyre Systems or other 
Grinnell Fire Protection Systems write to: 
Grinnell Company, Inc., Providence, R. I. Offices 
in principal cities. 
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EMULSION—EXTINGUISHMENT OF OIL FIRES 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 

debt ceiling—authorize new securitiee—grant conversion 

privilege for convertible bonds, etc.—can you feel con- 

fident that your stockholders will support management’s 

recommendations with adequate votes of approval—on 
time? 

Such an important meeting frequently merits pro- 

vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 




















National or Sectional Coverage 


e * 


DUDLEY F. KING 


Associates: 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS « PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Install 
Doors 
that 


CUT 
cosTs 


Year 
atter 


Year! 
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KINNEAR Metal Rolling 


Reducing door costs is not the only gain 
you make when you install Kinnear Rolling 
Doors. You also help cut other plant costs, 
in many ways. 

Coiling upward action permits full use of 
all floor and wall space around openings, 
at all times. You can stack materials within 
an inch or two of the door, inside or out- 
side—or on both sides—without impeding 
its action. This promotes more efficient 
handling of door traffic, deliveries, and 
shipments. 

The smooth, easy action of Kinnear Rolling 
Doors saves time and labor—and no other 
type of door is so well adapted to the extra 
advantages of motor operation. With push- 
button controls at any desired number of 


The KINNEAR Manufacturing Co. 


Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 
1742 Yosemite Ave. 
Sen Franciseo 24, Calif. 
Offices and Agents in All Principal Cities 


convenient points, the door can be raised 
or lowered quickly at a second’s notice. As 
a result, they are consistently closed more 
quickly after being opened, which brings 
important reductions in heating and air- 
conditioning costs. 

When opened, the doors remain completely 
out of the way, safe from damage by winter 
vehicles. When closed, their rugged all- 
metal interlocking-slat curtain assures ex- 
tra protection against fire, intrusion, wind 
and weather. 

Kinnear Rolling Doors are built in any size, 
to meet the particular specifications of each 
opening, in old or new buildings. Motor 
or manual control. Write for full informa- 
tion. 


Saving Ways in Doorways 


INNEAR 


ROLLING DOORS, 
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The 1BM Electronic Calculating Punch saves 


you time and expense in handling irregular bills. Ser cniatnas Vlleesiiins on tnt 
Public Utility Accounting, send in 
the coupon today. 


Faster Billing at Lower Cost 


It eliminates manual extensions and resulting 
errors. It automatically calculates consumption, 


IBM, Dept. C. 
590 Madison Avenue, New York 22, New York 


Please send me the following booklet: 


ae Accounting for Electric, Gas, 
and Water Utilities 


0 General Accounting for Electric, Gas, and 


i 
fuel adjustments, penalties, and total bill 
! 
! 
l 
| 
Water Utilities 
IN 
| 
bes 
! 
I 
! 


amounts. And it calculates regular and irregular 
bills alike, at the amazing rate of 100 a minute. 
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9 American Water Works Association, New England Section, begins business meeting, 
Boston, Mass., 1950. 





Maryland Utilities Association will hold one-day meeting, Baltimore, Md., Mar. 31, 1950. 





§ American Gas Association will hold F . - ramen motor vehicle, and corrosion Py 
conference, Detroit, Mich., Apr. 3-5, @ 





American Water Works ana, "ene Section, will hold annual meeting, Niagara 
Fails, Ontario, Canada, Apr. 3-5, 





Conference for Protective Relay Engineers, Department of Electrical Engineering, 
begins College Station, Tex., 1950. 
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American Gas Association, Industrial and Commercial Gas Section, will hold sales con- 
ference, St. Louis, Mo., Apr. 4—6, 1950. 





- 


Illinois Telephone Association begins annual convention, Springfield, Ill., 1950. 
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New England Gas Association begins annual meeting, Boston, Mass., 1950. 































24 
25 | S* 
26 | S 


{ New Jersey Sewage Works Association ends annual convention, Trenton, N. J., 1950. 





National Rivers and Harbors Congress ends meeting, Washington, D. C., 1950. 


= 
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Edison Electric Institute will hold annual sales conference, Chicago, Ill., Apr. > 
4-6, 1950. 








American Gas Association, Residential Gas Section, begins midwest regional gas sales 
conference, Chicago, Ill., 1950 


=f 








American Public Power Association begins annual convention, Washington, D. C., 1950. 
Nebraska Telephone Association begins annual convention, Omaha, Neb., 1950. 


| 








{ Missouri Valley Electric Association begins engineering conference, Kansas City, Mo., 
1950. 
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Quoddy Tidal Power for New 


England and New Brunswick? 


The controversial Passamaquoddy project for utilizing tidal 
currents in the Bay of Fundy has been recently revived by a 
recommendation of President Truman to Congress for the 
creation of a special commission to study New England’s hydro- 
electric power potential and allied subjects. It is not generally 
understood, however, that there is an international alternative 
for the all-American plan for “Quoddy” development—which 
has been judged too expensive. 


By LINCOLN SMITH* 


ucH of industrial New England 
is awaiting the report of the 
International Joint Commis- 
sion between the United States and 
Canada on the apparent economic 
feasibility of the Passarnaquoddy tidal 
power project in Maine and New 
Brunswick. In late August the com- 
missioners held hearings at St. An- 


_ 


*For Personal note, see “Pages with the 
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drews, New Brunswick, and Eastport, 
Maine, and are at present studying the 
evidence. The report to their respective 
governments is anticipated next April. 

The instructions and appropriations 
by the two governments asked the com- 
mission to review existing plans for a 
tidal power development and the scope 
and estimated cost of an investigation 
to determine whether any of these, or 
other plans, for using these waters is 
MAR. 16, 1950 
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practicable and desirable from the point 
of view of public convenience and 
necessity. The IJC created a Passama- 
quoddy engineering board consisting 
of two American and two Canadian 
engineer members to report on this 
limited reference. 


A unfavorable report will mean the 
doom of Quoddy for many dec- 
ades; a favorable report will pave the 
way for executive action in the negoti- 
ation of a treaty, and congressional and 
parliamentary ratification, legislation, 
and appropriations to study the unit 
cost of such power. 

Although years ago Quoddy was 
dubbed “Roosevelt’s folly,” and the late 
Dexter P. Cooper, originator of the 
plan of harnessing the 18-foot tides to 
furnish between 500,000 and 700,000 
horsepower in electrical energy, was 
called a “dreamer,” Army Engineers 
and the Federal Power Commission 
now pronounce the project feasible 
from an engineering standpoint. 

The need for this huge block of pow- 
er in Maine, New England, and New 
Brunswick is now axiomatic, but the 
vital question is whether this power 
would be cheap. The commission’s 
report will not answer that question, 
but will indicate if there is a prima facte 
case that Quoddy can produce inexpen- 
sive electrical energy. The next step 
would be for the two governments 
jointly to sponsor an intensive investi- 
gation to determine how inexpensive 
the power would be. Then the United 
States and Canada would be in a posi- 
tion to determine the general policy 


1“Memorandum on Information Requested 
by Senator Leverett Saltonstall,” FPC mimeo. 
ms., February 17, 1949. Made public July 10, 
1949, page 6. 


whether or not to go ahead with con- 
struction work. 


(oe original plan was for a 
Canadian-United States project 
in the international waters of the Bay 
of Fundy. After Canada’s rejection of 
the project in 1929, Cooper projected 
an All-American plan, which he hoped 
would be the initial step in the consum- 
mation of the international project 
should Canada later desire to partici- 
pate. But the All-American project 
was always vulnerable to attack on 
power cost, because the major installa- 
tions would be on the American side’ 
Thus the smaller project would have in- 
volved about two-thirds the cost for 
about one-half the amount of power to 
be expected from the international 
project. 


Although the PWA and the Army 


Engineers did some actual construction 
work early in the first Roosevelt admin- 
istration, studies and reports by the 
Federal Power Commission in 1934 
and 1941 branded All - American 
Quoddy as not feasible economically at 
that time.* 

To date no real study of interna- 
tional Quoddy has been made. Coop- 
er’s original construction cost esti- 
mates were exceedingly rough, and 
even those became more unreliable 
with the change in price levels over the 
last two or three decades. Assertions 
were made that the United States and 
Canada jointly could produce power at 
a cost ranging from two to three mills 


2 Lincoln Smith, “Tidal Power in Maine” in 
journal of Land Economics, August, 1948, 
pages 239-52. 

8 FPC Report of January 3, 1934; Passama- 
quoddy Tidal Power Project. Senate Docu- 
ment 41. 77th Congress. First Session. April 
7, 1941. 
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QUODDY TIDAL POWER FOR NEW ENGLAND & NEW BRUNSWICK? 


per kilowatt hour. If true, interna- 
tional Quoddy would be a highly de- 
sirable contribution to the power prob- 
lems of the New England states and the 
Maritime provinces.* 

Although the All-American project 
has been studied and adjudged too ex- 
pensive, no real evidence has ever been 
produced for or against the interna- 
tional plan except that it can be con- 
structed and made to work. The de- 
sirability of a thorough study was sug- 
gested by the FPC in 1941. 


Two basic paragraphs from that 
5 


report were: 
Tidal power, while not economically 
feasible of development at this time, 
possesses certain distinct advantages 
over other sources of power, the water 
supply being thoroughly dependable 
and always definitely predictable, with 
head limitations definitely known. Un- 
affected by droughts, floods, or ice 
jams, the tides provide the most de- 
pendable and most permanent known 
source of power. As high-grade fuel 
prices increase concurrently with ex- 
panding power markets in the north- 
eastern states and contiguous Cana- 
dian territory, the development of 
tidal power will, at some time in the 
future, become economically feasible 
and desirable. 
The fact that the development and 
utilization of tidal power is contra- 
* Eastport Sentinel, March 16, 1938. On July 
7, 1936, Colonel Philip B. Fleming is reported 
to have estimated that International Quoddy 
one produce power for two mills per kilowatt 
our. 

5 Senate Document 41, April 7, 1941, op. cit., 
page 37. 


q 


e 


indicated at this time should not pre- 
clude thorough exploration of the pos- 
sibilities of a large international tidal 
power project at Passamaquoddy by 
the governments of the United States 


and Canada. 

Cee Roger B. McWhor- 

ter of the IJC, also amember of the 
FPC staff, read the above paragraphs 
at the hearing in New Brunswick to 
emphasize the point that, while the All- 
American plan was discarded, the hear- 
ing was being conducted on interna- 
tional Quoddy which has not yet been 
studied, 

Ex-Senator A. O. Stanley, then U.S. 
chairman of the IJC, in distinguishing 
between the two main Quoddy plans, 
said: “We spent a little money on one 
corner of Maine, but not a penny on 
this international possibility.” In 
winding up the hearing at Eastport, 
Senator Stanley declared: “I believe 
that this resource is needed now more 
than ever before and we are going to 
work on it... . When you get Yankee 
ingenuity and Canadian capacity be- 
hind anything, something must move.” 


Pressure Groups and Quoddy 


REQUENTLY Quoddy has been a 
political football revived in Maine 


F 


before elections by public officeholders 


and seekers. All-American Quoddy 


6 Eastport Sentinel, August 25, 1949. All 
direct quotations of individuals used in this 
article are taken from this paper. 


“FREQUENTLY Quoddy has been. a political football revived 
in Maine before elections by public officeholders and seekers. 
All-American Quoddy was generally recognized as ‘pork 


barrel’ legislation in many quarters, justifiable not on power 
costs but for work relief and social and experimental values.” 
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was generally recognized as “pork bar- 
rel” legislation in many quarters, justi- 
fiable not on power costs but for work 
relief and social and experimental 
values. While leaders of both political 
parties are now pushing international 
Quoddy, the majority of them have 
shifted to more solid ground—they 
want an international investigation to 
determine the economic feasibility and 
political desirability of the gigantic 
proposal. 

Although a few Maine newspapers 
used to oppose All-American Quoddy, 
more recently they have been support- 
ing the international investigation. 
Likewise, the FPC, perhaps almost 
caustically hostile to All-American 
Quoddy in 1934 and 1941, in its latest 
report seems to have a more concilia- 
tory attitude towards the possibilities 
of international Quoddy in, say 1960. 

Rumors, but little tangible evidence, 
have suggested some hostility to 
Quoddy by various Maine power com- 
panies. One of the surprises at the 
IJC hearings was the testimony of a 
representative of the Bangor Hydro 
Electric Company that his firm had no 
opposition to the proposed survey of 
the project. Actually the Maine power 
companies, because of certain sectional 
droughts, have had to ration power on 
recent occasions. And it is a matter of 
record that one of the great power com- 
panies at times has been forced to de- 
velop over 50 per cent of its power 
from steam auxiliaries.? The Maine 
Public Utilities Commission in 1947 
declared: “Now the demand for firm 
power has brought steam plants from 


7 Circular letter to the stockholders of the 
Central Maine Power Company, Augusta, 
Maine, October 2, 1944. Signed by President 
W. B. Skelton. 
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an auxiliary status to a firm position, 
Power is generally required from 
steam stations all of the year except a 
few weeks in the spring and at times up 
to half of the total energy is produced 
by these plants.’”* 


wo pockets of opposition to the 
contemplated Quoddy develop- 
ment at present are the Power Survey 
Committee of the New England Coun- 
cil and certain fishing interests spear- 
headed by Connor Bros. of Charlotte 
county, New Brunswick. Over a period 
of years certain forces in the New 
England Council have been hostile to 
Quoddy. Its 1948 report, “Power in 
New England,” offered no new evi- 
dence on Quoddy. It reported that 
there seems to be no evidence to indi- 
cate that the international project 
would be more promising than the 
American project in terms of cost of 
power; and concluded: “Certainly 
there is no economic justification for 
advocating expenditure on the Passa- 
maquoddy project before a thorough 
engineering study is made.”® Quoddy 
proponents accept this conclusion, but 
argue that strong assertions that the 
international power would be cheap 
warrant investigation. Furthermore, 
it is alleged that the use of a loaded 
word “scheme” (the dictionary meanr- 
ing of which is plot or intrigue) nine 
times in less than one page of the re- 
port devoted to tidal power is indic- 
ative of nonobjectivity in the report. 
Canadian opposition to Quoddy has 
traditionally centered about the sardine 


8 Twelfth Biennial Report, PUC, Maine, 
1945-46, page 18. 

9 Power in New England. Report of the 
Power Survey Committee of the New England 
Council. Boston, 1948, page 61. 
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Advance Planning for Projects 


+ Gee scientists and engineers who support economic and admin- 

istrative planning stress the importance of factual information 

and the use of organized intelligence before wise national or regional 

policy can be determined. A thorough study of Quoddy costs ts merely 

a step in the consummation of intelligent power policy for the United 
States and Canada.” 





fishing industry. Despite some evi- 
dence that the value of this industry 
has declined in recent years, testimony 
at the hearing estimated that the value 
of the fishing industry to Canada 
amounts to $10,000,000. Its demise 
was predicted with the development of 
Quoddy. 

Commissioner Stanley hit the crux 
of this situation by asking a witness 
two questions: “We wouldn’t have 
hydroelectric power in the United 
States without millions of dollars of 
damage. You wouldn’t object to de- 
veloping something that will stop the 
bleeding of your population, the bring- 
ing in of new industries, new payrolls 
just because you may lose a few hun- 
dred thousand dollars? Do you agree 
that we should survey and if the advan- 
tages offset the disadvantages we 
should go ahead ?” Note had been made 
that the respective governments would 
pay just compensation for property 
damaged in the process of construction. 
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The Washington County Chamber 
of Commerce has a committee headed 
by Arthur Unobskey currently study- 
ing the possibility of attracting new in- 
dustries, the nature of which require 
large amounts of power. Several cor- 
responding agencies in New Bruns- 
wick are working on the same problem. 
On December 8, 1949, Governor Fred- 
erick G. Payne and the Executive 
Council of Maine voted to make avail- 
able to the Washington County Cham- 
ber of Commerce and the Maine De- 
velopment Commission $7,500 in the 
event of a favorable report by the IJC 
for promotion work and necessary ap- 
pearances before congressional com- 
mittees in Quoddy’s behalf. 


Quoddy in a New England Regional 
Power Setup 

oe most recent report of the Fed- 

eral Power Commission on the 

New England situation, made public 

by Senator Leverett Saltonstall last 
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July, remarked that Congress has 
authorized no projects that include the 
development of hydroelectric power in 
New England, even though many po- 
tential multiple- purpose reservoir 
projects exist in this region. Quoddy 
was included in the FPC estimates 
“since it is feasible from an engineer- 
ing standpoint and should therefore be 
considered as a potential source of 
power.” 

The report, in almost complaining 
language, pointed to New England’s 
hostility to multiple-purpose power 
projects. “It seems evident . . . that 
there is nothing the Federal govern- 
ment can do toward further develop- 
ment of the potential water power of 
New England until the people in the 
region are willing to permit develop- 
ment of the power potentialities of 
Federal multiple - purpose reservoir 
projects.” Whereas the New England 
Council and other agencies have esti- 
mated New England’s power poten- 
tiality largely in terms of single-pur- 
pose power developments, the FPC 
served notice that it is not interested in 
single-purpose projects. The commis- 
sion also almost abhorred Maine’s Fer- 
nald Law, which prohibits the trans- 
mission of hydroelectric power outside 
the state as “an obstacle to the wide- 
spread distribution and use of the po- 
tential water power of New England.” 

Quoddy, however, is perhaps the 
lone exception to the above contentions 
of the FPC. In the first place, if eco- 
nomically feasible, relatively little or no 
opposition exists to Quoddy. In fact, 
Washington county groups and the 
United States Senators and Represent- 
atives from Maine have been begging 


10 FPC memo, supra., page 6. 
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Congress and the administration for 
Quoddy for almost twenty years. The 
Maine legislature in 1925 and the vot- 
ers in a popular referendum not only 
created Dexter P. Cooper, Inc., but 
also gave this corporation the right to 
transmit power to other states as de. 
termined by the Maine Public Utilities 
Commission.” 

As enabling legislation for state ad- 
ministration of a federally constructed 
power project, the Maine legislature in 
1939 created the Quoddy Authority 
Board and empowered it to sell Quoddy 
power within its own district and to 
outside states. Those familiar with 
Maine’s well-established public power 
policy recognize that the state made 
numerous concessions in an attempt to 
satisfy administration enabling legisla- 
tion requirements. Although never 
used, this authority still has corporate 
existence for the operation of Quoddy 
dam in Maine. 


= only common ground between 
TVA and Quoddy is that they are, 
or would be, power plants. Whereas 
TVA went into the business of gen- 
erating and selling power, Quoddy 
would presumably be an Army con- 
struction project but managed when 
completed by a state authority. Al- 
though many Federal-state relatior- 
ships would still have to be worked out 
for the construction and administra 
tion of the tidal development, the 
Quoddy Authority Board of Maine 
now possesses certain constitutional 
rights. 

Quoddy is vulnerable, however, in 


11 Maine, Private and Special Laws. 1925. 
Chap 111, pages 437-41. 

12 Maine, Private and Special Laws. 1939. 
Chap 71. 
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the category of a multiple-purpose de- 
yelopment with which the national gov- 
ernment is primarily interested. In ad- 
dition to power, it has national defense, 
recreational, experimental, and social 
aspects, but it is not connected with do- 
mestic water, irrigation, flood control, 
ad navigation. Thus, primarily as a 
ingle-purpose power project, Quoddy 
differs from TVA and other great na- 
tional projects. 

As already suggested, Quoddy pow- 
er would be an exception to the Fernald 
Law and could be sold in other states. 
With power now transmitted 300 miles 
ata profit and even greater distances 
possible by displacement, Massachu- 
setts is very much interested in its con- 
struction. 

Orville S. Poland, economic adviser 
to Governor Paul Dever of Massachu- 
setts, pleaded for Quoddy “because it 
touches upon the foundation of our 
economy. We either must develop 
more electric power or we will lose our 
industrial supremacy.” He alleged that 
New England industry pays $176,000,- 
000 more for the electric power it uses 
than if the same power had been pur- 
chased in the TVA area, and that helps 
to account for the migration of New 
England textile and shoe industries 
elsewhere, 

Several recent studies show that 
power is no longer a fundamental fac- 
tor in determining the location of in- 
dustry.4* Now it can be transmitted dis- 
tances so that industry may save on 
transportation costs for markets and 
raw materials. Except in a few cases 


** NEC report, supra; Industrial Location 
ond National Resources, National Resources 
Planning Board. December, 1942; Electric 
Power and Government Policy, The Twentieth 
Century Fund (New York, 1948). 
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where power costs are of major im- 
portance, many industries figure their 
power costs from 2 to 4 per cent of the 
total cost of their manufactured 
products. In spite of this, however, 
cheap power is still of considerable 
significance in regional industrial com- 
petition. If cheaper power can reduce 
a corporation’s manufacturing cost by 
only 1 or 2 per cent, that small amount 
may mean the difference between a 
going concern and a bankrupt com- 


pany. 


e s.-. Federal Power Conimission in 
1941 reported that the New 
Hampshire, Vermont, central and east- 
ern Massachusetts, and Rhode Island 
area obtained almost two-thirds of its 
energy from the Boston Edison Com- 
pany and the New England Power As- 
sociation from large steam-electric 
plants in Boston and Providence, and 
from hydroelectric plants on the Con- 
necticut and Deerfield rivers. Steam- 
electric plants are reported to have pro- 
duced 69.9 per cent of this energy." 
Another estimate is that the three 
southern New England states, with 
more convenient and cheaper access to 
coal imports, produce more than four- 
fifths of their electricity from coal and 
oil. 

The crux of the situation is that 
Massachusetts has been forced to de- 
velop more expensive marginal proj- 
ects and to resort to the use of substi- 


14 Senate Document 41, April 7, 1941, op. cit., 
page 28. 

15E, W. Morehouse, “Some Problems of 
Power” in New England’s Prospect, American 
Geographical Society. Special Publication No. 
16 (New York, 1933). As of 1948 New Eng- 
land, exclusive of Maine, is 80 per cent de- 
pendent upon steam power. NEC report, op. 
cit., page 67. 
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tutes for hydroelectric power at times 
when the saving of coal and oil for 
more highly specialized purposes was 
important for war effort. Conserva- 
tion is no longer a static policy of sav- 
ing; it is a broad and dynamic term 
which requires the wise use of not only 
natural resources but all energy re- 
sources. Thus tidal power becomes 
more than a matter of energy costs— 
it is vital in a regional program for the 
conservation and wisest use of our en- 
ergy resources. 

This point of the highest possible 
use of the nation’s energy resources 
was stressed by Mr. Justice Jackson not 
long ago in the Hope Natural Gas de- 
cision.”* 

In a somewhat different connection 
Commissioner Stanley remarked at 
the tidal power hearings that it might 
be advantageous to harness Quoddy 
even at a cost slightly in excess of going 
switchboard rates, because of the un- 
limited supply available. One might 
add that with the rising costs of coal 
and oil and the possibilities for mining 
and transportation strikes, resort may 
be necessary to the most dependable 
and most permanent source of power 
known—tidal power. 


The Issue and Regional Planning 


_ C. EMEry, in summarizing 


for the Washington County 
Chamber of Commerce the evidence 


16 Federal Power Commission v. Hope Nat. 
Gas Co. (1944), 320 US 591, 659, 51 PUR NS 
193. In its Twentieth Annual Re yp ah page 79, 
the FPC in 1940 suggested the desirability of 
the use of natural gas in the best interests of 
the social economy. 


presented to the IJC at the Eastport 
hearing, said the sole question at the 
moment “is whether tidal power as 
here proposed is sufficiently cheap to 
warrant construction and we submit 
that the time has come when that ques- 
tion should be answered once and for 
all.” 

Social scientists and engineers who 
support economic and administrative 
planning stress the importance of 
factual information and the use of or- 
ganized intelligence before wise na- 
tional or regional policy can be de- 
termined. A _ thorough study of 
Quoddy costs is merely a step in the 
consummation of intelligent power 
policy for the United States and Can- 
ada. It would be folly to sink huge 
sums of money into Bay of Fundy 
dams if the resulting power costs would 
be high. Such information, however, 
seems imperative. If Quoddy power is 
cheap, then the project has a “green 
light” for some future time. Or if 
Quoddy power is not worth while 
economically, such knowledge would 
be well worth the cost of investigation 
so that Quoddy can be buried and the 
power magnates made free to focus 
their attenion on other sources of pow- 
er whatever they may be. 

The subject of power is so dynamic 
and its conditioning factors so inter- 
changeable that detailed knowledge of 
international Quoddy would be valu- 
able for present or future planners and 
national and international policy mak- 
ers. 

The marginal power projects of 
today may become the highly desirable 
ones for future generations. 
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The Problem of Replacement 
Cost and ‘Tax Depreciation 


During the present inflationary era all forms of industrial en- 

terprise are experiencing an increasing difficulty in balancing 

the present plant depreciation allowance for taxation against the 

greatly increased cost of replacing worn-out or obsolete equip- 

ment. The problem suggests that the traditional standard of 

“original cost” in determining such depreciation and amortiza- 
tion allowances may no longer be quite realistic. 


An exclusive staff interview with 
THE HONORABLE HERBERT R. O’CONOR* 
U. S. SENATOR FROM MARYLAND 


EPEAL or reduction of wartime 
R excise taxes, especially those on 
communications, transporta- 
tion, gas and electric appliances, and 
electrical energy, would greatly stimu- 
late the utility industries, but, accord- 
ing to Senator Herbert R. O’Conor 
(Democrat, Maryland), there are 
other problems of equal or greater im- 
portance which should be resolved dur- 
ing the present session of Congress. 

In an exclusive interview with a 
member of the Pusiic UTILITIES 
FoRTNIGHTLY staff, Senator O’Conor 
declared himself sympathetic to elimi- 
nation or reduction of those excise 
levies which are deterrents to business. 


*For personal note, see “Pages with the 
Editors.” 
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“And,” he continued, “there is no 
gainsaying that many of the excise 
taxes are very definite brakes upon the 
wheels of industry. However, I fear 
that in the clamor to get rid of these 
taxes, taxes that we are conscious of 
many times each week, Congress and 
business are overlooking a far more 
serious threat to our continued pros- 
perity and industrial expansion. I re- 
fer to the rigidity of Bureau of In- 
ternal Revenue regulations with respect 
to depreciation and amortization allow- 
ances for replacement of plant and pro- 
duction facilities.” 

Original cost has long been a contro- 
versial standard of valuation with re- 
spect to the regulation of rates for pub- 
lic utilities. The conflict between the 
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theories of so-called “prudent invest- 
ment” and some recognition of replace- 
ment cost or cost to reproduce proper- 
ties has echoed throughout most of the 
history of public utility rate regulation 
in the United States. But there is, dur- 
ing the present inflationary period, an 
equally pressing economic problem 
which stems from the same source. It 
is the question of computing allowance 
for depreciation or amortization, for 
taxation purposes, on the original cost 
of plant or equipment—as distin- 
guished from the greatly increased cost 
of replacing such items. 


| gfe out that depreciation is a 
basic cost, a cost on production— 
without which there could be no wares 
or services available for excise levies— 
Senator O’Conor declared that as the 
regulations of the Bureau of Internal 
Revenue with respect to amortization 
and depreciation allowances whittle 
down plant and production facilities 
and impede or halt replacements, we 
threaten the life of “the business goose 
that lays the golden prosperity and tax 
eggs.” 

And all business begins with pro- 
duction, not out at the level where the 
excise tax is collected, he added. 

“Tt is my firm conviction,” Senator 
O’Conor went on, “that one of the 
most important objectives to which 
Congress can address itself at this time 
in the interest of continued prosperity 
is the revision of government thinking 
with respect to amortization and de- 
preciation allowances for expenditures 
for replacement and expansion of plant 
and equipment facilities. Otherwise, 
we may witness the slow death of the 
business goose that lays the golden 
prosperity and tax eggs. 
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“The now thoroughly recognized 
and near-alarming lack of venture 
capital is doing enough to hamper busi- 
ness development, without the addi- 
tional shackles which current Bureay 
of Internal Revenue depreciation regu. 
lations impose. 

“More and more of my correspond- 
ence and discussions with executives 
from many lines of industry, regard- 
ing the trend for this year and beyond, 
clearly reveal the unfavorable effects 
government regulations have on the 
maintenance of our present high level 
of production, hence maintenance of 
continued prosperity and full employ- 
ment. 

“While all of them decry the heavy 
burden of taxation as a very definite 
hindrance to plans for expansion, they 
are not asking particularly for relief in 
this direction. What does concern them 
is what they describe as an ‘unrealistic’ 
government approach to the matter of 
allowances for depreciation and obso- 
lescence and the writing off of urgent- 
ly needed capital expenditures. 


¢¢ J EADERs in business and industry 

stress the fact that in the tre- 
mendous effort for all-out production 
in the war years, plant and production 
facilities took a beating that strained 
them to the utmost, with resultant ab- 
normal depreciation. Many of the re- 
sulting deficiencies have been corrected, 
but even without considering needed 
expansion to keep abreast of demand, 
much still remains to be done. 

“The billions of dollars spent by in- 
dustry for replacements of production 
facilities, worn and strained to their 
very limits under the pressure of war, 
demonstrate beyond any question of 
doubt that the present method of allow- 
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THE PROBLEM OF REPLACEMENT COST AND TAX DEPRECIATION 


ing reserves for depreciation based 


becomes more timid with each passing 





pnuzed upon initial cost of equipment and diay, 
enture Mf facilities has no realistic relationship to “Faced, as many industries are, with 
r busi replacement or expansion costs of to- the need for expansion to meet in- 
aati day. creased demand for their products or 
— “Industrial operators who have ad- services, the higher cost situation cre- 
Fest @ tered strictly to Bureau of Internal ates almosta state of stagnation where, 
Revenue requirements regarding de- unless relief is given in the way of 
pane preciation reserves have found, to their wider latitude in depreciating capital 
utives alarm and dismay, that increased costs expenditures, the nation’s industrial 
gard of construction and plant equipment productivity will slow down to a pace 
yond, Mf render it next to impossible to replace that will bring something more severe 
ffects worn-out machinery and facilities on than disinflation.” 
n the ‘he reserves which have been set aside 
level Bon the basis of original costs. N conclusion, Senator O’Conor re- 
ce of “The plant that was built only ten iterated the desirability of reducing 
iploy- years ago at a cost of $10,000,000 will or repealing those excise levies that re- 
cost nearly double that amount todupli- tard consumption. “But,” he empha- 
heavy cate today. The concern, therefore, sized, “production is the beginning, the 
finite Hi which has set aside only $10,000,000 very foundation of prosperity, so it is 
; they to replace those facilities, today finds highly essential that the Congress give 
ief in that it has but three courses—curtail basic consideration to the problem of 
them construction and new equipment pur- depreciation allowances in order that 
istic chases, dig deeply into earnings, or industry may stay in the high gear 
ode arrange new financing. And the last is necessary to maintain an ever-expand- 
4 increasingly difficult as venture capital ing national economy.” 
6 Cf NERTAINLY none object to our keeping secret the mass of 
ustry & technical and engineering information involved in man- 
> tre- ufacture of materials, and the making of the atomic bomb itself. 
ction Does it make sense to hold back fundamental science? 
ction “Science in America cannot prosper in the dark. We can pro- 
rined ceed only at a snail’s pace on the basis of whispered confidences. 
But this country is rapidly progressing toward magnificent ac- 
t ab- complishments in many fields of fundamental science, and free 
€ re- interchange of results is its heart's blood... . The great danger 
cted, of security of information is that it will be overdone and militate 
eded in the long run agoinst the security of the country in a hazard- 
and, ous world. 
“Fundamental science is essential to our industry, our 
‘ economy, our whole social structure, our national strength, for 
bed it is from constant and vigorous fundamental research that there 
tion comes the knowledge which produces new ap plications, new im- 
their plements, new industries.” 
war, —VANNEvAR Busou, 
ape President, Carnegie Institution 


low- of Washington. 
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A 5-day Wskweek for Business 
With 7-day Jobs 


A public utility, by its very nature, serves seven days 
a week. Gas, electric, telephone, and transit—never 
have a holiday or a holyday or a feast day to the point 


of suspending operations. 
By JOE R. ONG* 


ow can the 5-day workweek fit 
H a business with 7-day jobs? 
How can every worker have 
two days off each week and, without 
losing time, have a regular Sunday off 
as a part of a 4-day week end every six 
weeks? This article will explain such a 
plan which has proved entirely success- 
ful in actual practice in the Cincinnati 
Street Railway Company. 

The appeal of “Sunday off” or the 
opportunity to have a nice long week 
end for a fishing trip, a hunting trip, or 
just a leisurely auto jaunt with the 
family, without losing any pay time, is 
almost universal. There are excep- 
tions, of course, but most men would 


*For personal note, see “Pages with the 
Editors.” 
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enjoy something like this. Their 
friends work in shops, mills, factories, 
warehouses, or offices on a 5-day week 
and have every Saturday and Sunday 
off. 

Just because a man works for a util- 
ity company, or a business giving serv- 
ice ’round the clock seven days a week, 
must he be denied a week end free ex- 
cept at his own expense? Must this 
kind of a week end off be limited to 
just a few or can it be spread around 
among all the fellows holding down the 
7-day jobs? The answer most men 
would like to get can be found in the 
plan described for the Cincinnati Com- 
pany. 

Moreover, in following this definite 
program a “Calendar of Off Days” can 
be drawn up for a year or more in ad- 
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vance and a man can choose his vaca- 
tion time with relation to his scheduled 
off days. It is surprising how far- 
sighted some of them are and how 
helpful this off-day calendar is to them. 


|= is no penalty on management 
to adopt the method described, It 
involves no additional overtime pay- 
ments. It makes for a more satisfied 
group of employees. A much higher 
proportion of the total labor group gets 
benefits than would be possible if they 
have the same days off each week and 
limit the choice week-end off days to a 
few high seniority men who would 
take them every week. 


Usually not all the jobs in any indus- 
try are on a 7-day basis so that there 
will also be some 6-day jobs and some 
5-day jobs. Of course, the 5-day jobs 
are a perfect setup for a 5-day work- 
week and present no problem at all. 
The most interesting feature of the plan 
described relates to the 7-day jobs. 

This plan has been developed and 
successfully used for the local transit 
industry but may be adapted to other 
industries, which, because of manu- 
facturing processes or the obligation 
of public service, require continuous 
7-day operation. 

First, the payroll week must be de- 
fined and definitely related to the calen- 
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FIGURE 1 
PLAN FOR ROTATING DAYS OFF FOR 7-DAY JOBS 





OFF-DAY AND SKIPPER JOB-WEEK CALENDAR 
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Note that the days off for every group are always the same on Skipper Job Week of the 
same letter; i.e., “U” week of February 13th is like “U” week of January 2nd, “V” week of 
February 20th is like “V” week of January 9th, etc. 
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dar week. If we let the payroll week 
and the calendar week be identical, then 
our plan will give most of the workers 
a 4-day week end off, starting on Fri- 
day, once every six weeks. If the pay- 
roll week must end on Friday then the 
4-day week end every six weeks will 
start on Thursday and end on Sunday. 
The reason is obvious ; we must always 
have two off days in every payroll week 
to avoid overtime. 


Spaeene, the workers on the 7-day 
jobs must take their days off ac- 
cording to a rotating pattern ; thus: off 
Monday and Tuesday this week, off 
Tuesday and Wednesday next week, 
off Wednesday and Thursday of the 


e 


week after that and so on, until in the 
fifth week the off days are Friday and 
Saturday and in the sixth week the off 
days are Sunday and Monday—which 
puts four off days together over the 
week end. The seventh week is like the 
first, the eighth like the second, etc. 
Third, the jobs must be identified by 
number and each job number must be 
assigned to an off-day group by letter: 
A, B, C, D, or E. If job assignments 
are selected by seniority it must be un- 
derstood that the job number carries 
with it a definite off-day group letter, 
so that “regular” workers can always 
check their days off by the calendar and 
substitute workers may be “regular” 
in that their jobs may be definite ac- 


FIGURE 2 
SAMPLE JOB LIST OF “REGULAR” JOBS 





Description 


Pay off 
Hours 


Employee's Name 
to be shown 
opposite job 


Days 
assigned or selected 





Opr,Machine 42 


8.0 Group D 





Opr,.Machine 43 


-. 2 This is a 





Opr,Machine 51 
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bed Jobs with 
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2-days work 
per week 
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Jobs with 
6-days work 





Shipper 
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Sun-Thu (No Sunday work) 





Shipper 


Sun-Fri 





Inspector 


Sat-Sun Jobs with only 





Inspector 


5 days work per 


Sat-Sun week, No Satur- 

















day or Sunday 





work. 
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cording to regular patterns over a 6- nite pattern) and their work will there- 
week cycle. These substitute or relief fore be termed a “skipper job.” Some- 
workers may be designated by the term _ times a “skipper job” is more desirable 
“skippers,” since they skip around than other available jobs and may be 
from one job to another (after a defi- selected by a man with high seniority. 


e 


FIGURE 3 
PATTERN FOR TWO SKIPPER JOBS WITH EACH GROUP OF FIVE 7-DAY JOBS 


.| TUES.| WED.) THU.| FRI. | SAT. 


SKIPPER _ r Relieves A Job In 
JOB WEEK 
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In order definitely to identify the off 
days and the work done by the skippers 
we make up what we call the “Off-day 
and Skipper Job Week Calendar.” 
Each payroll week is identified by a let- 
ter; U, V, W, X, Y, and Z, followed 
by another cycle of U, V, W, X, etc. 
Figure 1, page 345, shows a portion of 
such a calendar, where the payroll week 
and the calendar week are identical. 


Re example, the week beginning 
January 2, 1949, is designated as 
“Skipper Job Week ‘U,’ ” and on that 
week (and, indeed every “U” week) 
the men holding jobs in “B” group are 
off Monday and Tuesday ; those in “C” 
group are off Tuesday and Wednesday ; 
those in “D” group are off Wednesday 
and Thursday, etc. The week begin- 
ning January 9th is designated as 
“Skipper Job Week ‘V,’” and in that 
week the men in “B” group are off 
Tuesday and Wednesday and those in 
“C” group are off Wednesday and 
Thursday, etc. Each successive week 
the off days drop back one day until 
each group reaches the magic week 
end. Note that on “Skipper Job Week 
*V’” the men in “E” group are off Fri- 
day and Saturday and on “Skipper Job 
Week ‘W’ ” this “E” group is off Sun- 
day and Monday, so that they have a 
4-day week end, yet they have five days 
work in every payroll week. In this 
case the payroll week is the same as the 
calendar week. 

By following through with any one 
of the A, B, C, D, or E groups from the 
calendar (Figure 1) it will be evident 
that they all follow the same kind of a 
definite pattern with a 4-day week end 
off every six weeks. Only five groups 
are represented in the “regular” jobs 


(A, B, C, D, and E) but the sixth or 
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“F” group, shown on the calendar, is 
made up of a part of the skipper jobs 
which rotate their off days just like a 
regular job. 

The next step is to list all the jobs 
and number them together with suffi- 
cient description of the work, shift 
time, and pay hours so that the worker 
may make a prompt, intelligent selec- 
tion of the job of his choice. This list 
will show the off-day group applying 
to each job. This must be fixed before 
jobs are selected or assigned. Only in 
this way can the pattern for the skip- 
per jobs be set up for choosing at the 
same time as the regular jobs. 


| esgees 2 (page 346) shows a sample 

of such a job list, although it has 
been rearranged and curtailed to show 
only one group of 7-day jobs, one 
group of 6-day jobs, and one group of 
5-day jobs. It may be applied to any 
multiple of this number or fractional 
parts by slight modification. Note that 
the off-day group letters on the 7-day 
jobs have been deliberately scrambled 
to indicate that they do not have to 
follow in order. Sometimes it may be 
necessary for a skipper man to relieve 
jobs on different shifts on different 
days and one combination may be bet- 
ter than another when the jobs are 
thrown into the pattern of Figure 3 
(page 347). 

Primarily we are concerned with the 
7-day-a-week jobs to be manned by 
employees who are not to work more 
than five days in any payroll week. Let 
us therefore take five of these 7-day 
jobs which will total thirty-five man 
days per week. We will recast them 
into seven 5-day jobs by following a 
fixed 6-week pattern that will corre- 
spond to the “Skipper Job Week Calen- 


348 








A 5-DAY WORKWEEK FOR BUSINESS WITH 7-DAY JOBS 


dar” shown in Figure 1. For each five 
“regular” jobs there will be two “skip- 
per” jobs. This pattern is shown in 
Figure 3. 

The two actual “skipper” jobs to be 
made from “regular” job numbers 21 
to 25, inclusive (Figure 2), are deter- 
mined thus: In the pattern (Figure 3) 
subsitute 21 for D wherever it appears, 
22 for B, 23 for A, 24 for C, and 25 


7 


for E. The substitution of these num- 
bers in Figure 3 produces Figure 4 
where we have one “R” type Skipper 
Job No. 501 and one “S” type Skipper 
Job No. 502. There seems to be no 
other way further to simplify this than 
shown in Figure 4 which must be set 
up in detail for a 6-week cycle for every 
pair of skipper jobs of these two types. 
The cycle repeats according to the Skip- 


FIGURE 4 


SAMPLE OF TWO SKIPPER JOBS 
Made Up of the Off Days of Five 7-day Jobs Shown in Figure 2 





Skipper 
Job No. 


Skipper 


Job Week | SUN 


MON 


TUE | WED | THU | FRI 





23 | 22 


22 |21 | 21 | off 
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off | 24 


25 |25 |23 | 23 | off 
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off | 24 


24 25 | 23 | off 


25 





every 


503 week off | 28 














29 |50 |31 | 32 | off 























Nore: Skipper Job 503 is the same every week made up of the other off day of each of the 


five 6-day jobs shown in Figure 2. 
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per Job Week Calendar (Figure 1) 


N° that all the work in each group 

of five regular jobs and two skip- 
per jobs stands together as a unit, and 
is not mixed up with any work in any 
other group. The plan may therefore 
be applied to all types of work (skilled, 
semiskilled, or unskilled) by blocking 
it out in groups of five jobs each, suit- 
able for handling by two “skippers.” 

The first impression may be that this 
is very complicated and difficult for 
many workers to understand. In actual 
practice it does not prove to be that at 
all, 

The key is the “Off-day and Skip- 
per Job Week Calendar,” as shown in 
Figure 1. 

Suppose a man comes back from a 
vacation, sick leave, or any other ab- 
sence and reports on Tuesday, January 
11, 1949, that he is ready to go to work 
on Wednesday, January 12th. The first 
thing he does is to check to see what 
job number he holds and the off-day 
group into which that job falls, This 
he gets fr:.m the Job Assignment Sheet 
(Figure 2). Suppose he holds Job 22 
which is in Group B. He refers to the 
“Off-day and Skipper Job Week 
Calendar” (Figure 1) and sees that 
Group B is off on January 12th so he 
does not come to work until January 
13th. 

Now let us suppose a man holding 
Skipper Job 501 (Figure 4) wants to 
know what he is to do under similar 
circumstances. He comes in on Janu- 
ary 11th and is ready to go to work on 
January 12th. He looks at the calendar 
(Figure 1) and sees that January 12th 
is in Skipper Job Week “V.” He next 
turns to his own job assignment 


(Figure 4) and finds that on Wednes- 
day of “V” week Skipper Job No. 501 
does the work of Job 22. He then re- 
fers to the regular Job Assignment 
Sheet (Figure 2) to find out what Job 
22 does and that is his work for 
Wednesday, January 12th. The next 
day he takes Job 21, etc., according to 
his assignment. (Figure 4.) 


_ are five 6-day jobs (Nos, 28 
to 32, inclusive) shown in Figure 
2. These have no work on Sundays 
and therefore have to have one other 
off day each week. In order to make a 
skipper job they cannot all have two 
consecutive days off so their off days 
are arranged as shown in Figure 2. 
The work of those jobs on the off days 
of the regular men is then taken by a 
man holding Skipper Job No. 503 as 
shown at the lower part of Figure 4. 
That skipper has every Saturday and 
Sunday off. The regular men holding 
Jobs 29, 30, 31, and 32 do not have two 
consecutive days off, but they do have 
every Sunday off which is some com- 
pensation and there are men who 
rather like to break up the week by an 
off day on a weekday. 

Data of the type shown in Figures 
1, 2, and 4 are posted for reference by 
all workers and for use as described 
herein, but the table shown in Figure 
3 is merely the tool of the work sched- 
ule department used in the preparation 
of Figure 4. 

One other point is important. Any 
reassignment of jobs should be put into 
effect on the first day of the payroll 
week in order to insure that everyone 
will have full five days of work and be 
sure to have two days off each week to 
avoid the payment of overtime. 
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The World Power Conference 


In 1936 the third World Power Conference was held in this 

country. In 1950 the fourth World Power Conference convenes 

in London July 10th to 15th. Comparison of the international 

settings for both meetings, with special notice of the problems 
created by current socialistic trends. 


By J. A. WHITLOW* 


HE World Power Conference is 
"T sternations in scope, and is at- 

tended by engineers and scientists 
from practically all civilized nations. 
Heretofore there have been but three 
sessions, the last one being in 1936. 
When the time arrived for the next 
meeting the whole world was engulfed 
in a total war. So now, in 1950, we 
will see the fourth World Power Con- 
ference convening in London and, ac- 
cording to custom, the program is being 
arranged by a British committee. 

This conference was arranged and 
was operated at its first two sessions, 
entirely for the discussion of the engi- 
neering, scientific, and technical aspects 
of power in its various phases, steam, 
electric, Diesel, hydro, mechanical, etc., 
and it is reasonable to assume that the 
1950 program will bear more or less 
heavily on atomic power, 


*For personal note, see “Pages with the 
Editors.” 
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In 1936 the third World Power 
Conference was held in this country 
and according to custom was sponsored 
by the host government. In 1936 a 
Federal administration, eager to pro- 
mote participation of the government 
in the electric power field, was firmly 
established in Washington. It was 
noted that the arrangement of the pro- 
gram took on a rather different tone 
from that prevailing during the earlier 
sessions. Harold Ickes, as Secretary of 
the Interior, and Morris L. Cooke, who 
then headed up the Rural Electrifica- 
tion Administration, were in charge of 
arrangements. True, it was definitely 
stated that politics was taboo, and it 
was understood that the meeting was 
to be held in the interest of science. Yet, 
the advocates in this country of public 
power found opportunities which were 
not overlooked to develop their doctrine 
of public ownership. At times, it al- 
most appeared as if the meeting had 


MAR. 16, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


been called to endorse Federal control 
of utilities, to criticize holding com- 
panies, and to promote the establish- 
ment of large government power proj- 
ects to compete with private industry. 


XN that time government agencies in 
the United States were generating 
less than 10 per cent of the nation’s 
electric power for public sale. But their 
representatives and supporters took up 
the greater part of the discussion al- 
lotted for American spokesmen and 
they made 90 per cent of the noise and 
dominated half the meeting. The late 
Mayor La Guardia of New York made 
what one critical editor referred to as 
“a bombastic tirade,” caustically con- 
demning the heads of the private util- 
ity industry. Commissioner of utilities 
in New York city, M. P. Davidson, 
gave an address in similar tone in which 
he belittled state commissions and ex- 
alted government ownership and com- 
petition. 

It is interesting to note in passing 
that although the 1950 conference is to 
be held in socialist Britain, the com- 
mittee in charge has decided to revert 
to the original purpose of the confer- 
ence, and abstain from politics. What- 
ever the reason, this decision was not 
greeted with enthusiasm by American 
supporters of public power expansion. 
This includes, apparently, Morris L. 
Cooke, who had a leading part in the 
arrangement and conduct of the 1936 
World Power Conference at Washing- 
ton. In the magazine Public Power for 
December, 1949, Mr. Cooke wrote a 2- 
page article expressing his disappoint- 
ment that the British committee has de- 
cided “‘to revert to the original scheme 
of things and to treat power wholly 
from the ‘engineering and economic 
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viewpoints as distinct from the admin- 
istrative and political,’ thus excluding 
entirely the social viewpoint from 
which the peoples of the world have so 
much to gain.” He reminded h’s read- 
ers that “the committee in charge re- 
serves the right to edit out of the 
papers submitted anything deemed to 
be out of harmony with the announced 
purpose of the meeting.” 

Possibly it was the experience of the 
1936 conference, with its display of 
controversial political coloration, that 
led the British committee to adopt this 
policy. It could be, of course, that the 
British committeemen were not too 
anxious for any international spotlight 
on British socialistic experience in the 
electric power field at this time. But it 
seems more creditable that they just did 
not care for the total eclipse of scientific 
interest which might ensue if the pro- 
gram were to drift into a futile ideo- 
logical debate, featured with emotional 
overtones and political name calling. 
There was certainly enough of that in 
Washington in 1936. 


[* any event, the 1950 conference 
seems to be keyed to a sincere de- 
sire to have the program adhere to the 
original scientific purpose. Scientists 
should get no such cause for annoyance 
from petty political squabbling at the 
London meeting as to tempt them to 
consider the abandonment of this great 
undertaking in unfortunate discord. 
That such a result did not follow the 
Washington conference may be more 
traceable to the resigned coldness with 
which the foreign delegates received 
the tiresome tirades, and the dignity 
with which those representing Ameri- 
can industry responded, than any re- 
serve or toleration on the part of the 
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Back to First Principles 


se T is interesting to note in passing that although the 1950 World 

Power conference is to be held in socialist Britain, the committee 

in charge has decided to revert to the original purpose of the conference, 

and abstain from politics. Whatever the reason, this decision was not 

greeted with enthusiasm by American supporters of public power 
expansion.” 





“hosts.” The delegates numbered be- 
tween 2,500 and 3,000. They came 
from 52 nations to attend this 6-day 
conference. 

Some of them spent thousands of 
dollars in the interest of the advance- 
ment of science. They were not in- 
terested in the state of our domestic 
lives. Some expressed surprise at the 
situation, causing one business publica- 
tion to remark “only in this country 
[the United States] does there seem to 
be a heated political debate and fight be- 
tween advocates of public and private 
ownership.” It commented on “the har- 
mony and effectiveness abroad without 
the antagonism that rules here.” 


Gus public ownership enthusiasts 
have brought this subject up again, 
perhaps it might be appropriate to re- 
call the 1936 testimony submitted by 
the representatives of other nations. 
John Dalton, manager of County of 
London’s electric supply, referred to 
“the tirade we have just heard... . Let 
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us by all means in our power keep the 
politicians away from this industry of 
ours.” One of his countrymen ex- 
plained that the British grid was not 
(then) publicly owned, but was a co- 
Operative plan of many privately 
owned companies, and had reduced ex- 
cess plant capacity from 83 per cent to 
50 per cent and would bring still fur- 
ther reduction. Dr. Charles Merz, 
“father of the English grid,” said in- 
terconnections in this country already 
had accomplished the same thing. 

Mr. Deutsch, of Belgium, said all the 
world admired and applauded the 
United States for its accomplishments 
under private management. 

G. F, Lemaitre, of Switzerland, said 
98 per cent of his country’s electricity 
came from private companies, and thus 
had made possible their astounding 
record in electrification. 

Guiseppe Cenzato, of Italy, said 85 
per cent of Italy’s power supply came 
from nine companies, and his govern- 
ment recognized private initiative, and 
MAR. 16, 1950 
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subjected municipal plants to the same 
regulation as private utilities. 

The Austrian representative said his 
country had tried socialization of pow- 
er resources, but had turned operation 
back to private initiative, 

In The Netherlands only one prov- 
ince had any municipal electric power. 

Eduardo Salazar, of Equador, said 
it is best to let private capital develop 
electrical supply. 

In Sweden power resources had been 
developed by joint action of state, 
cities, and private industry acting in 
harmony. State plants then numbered 
30 per cent, municipal 10 per cent, and 
privately owned 60 per cent. 

Dr. Krecke, of Germany, said the 
Germans considered the duty of the 
government was to supervise and regu- 
late and not to go into business itself. 
“We look on private initiative as the 
stimulating and progressive element in 
every line of business.” 

M. Malegarie of France said they 
had created the Superior Board of 
Electricity, whose purpose was to en- 
courage the “proper function of the in- 
itiative of private enterprise.” 

The speaker for Norway said, “In- 
dustry and trade have been left to their 
own initiative for the most part.” 

The representative from Chile said, 


“The most efficient means of realizing 
the objective is through centralized, in- 
dependent, and technical organization. 
Every political, commercial, and local 
influence should be kept away.” 

Hungary reported state grants for 
water-power sites, because of injuries 
resulting from the war. 


6 ges statements of like nature 
were made by other delegates. So 
the British committee has this experi- 
ence to guide it. In conforming to the 
original purpose of the World Power 
Conference it also is conforming to the 
wishes of the people who make up the 
conference. It is only to be expected 
that soft-pedaling the public-private 
controversy (which is, after all, essen- 
tially a domestic affair) for the sake of 
really constructive scientific and tech- 
nical discussion will not please the 
zealots of Socialism. Some folks will 
belittle any meeting unless they have a 
prominent place on the program. Per- 
haps they should hold their own con- 
ference where the expression of ideas 
may be uninhibited. That, too, would 
be an interesting meeting, but for other 
reasons. 

When blood red meets parlor 
pink, the result can be pretty nearly 
purple. 





6¢ HE time has come to turn the government around and 
set its feet on the path leading away from business in- 
tervention and back to its constitutional function of protect- 
ing the lives and property of the people. 
“Over the past decade and a half we have been witnesses to 
a calculated plan to inject government more and more into our 
everyday lives. By appealing craftily to various groups, hold- 
ing out alluring bait that tempts self-interest, bureaucracy has 
sold industry more and more the idea of accepting a little more 
subsidy.” —C. ArmeL Nutter, 
President, Philadelphia Mortgage 
Bankers Association, 
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What Else Is Gas Good for? 


Although synthetic chemicals are still a small part of 

the natural gas industry’s business, the annual value 

of crude products from petroleum and natural gas 

operations in the United States has reached nine 
figures and is still going strong. 


By T. N. SANDIFER* 


HE largest output of tar on 
"eek 1,022,000,000 gallons, 

was recovered from all sources 
in this country in 1948. And, accord- 
ing to the Tariff Commission, this 
record was due to the increase in con- 
sumption of natural gas during the 
year. Of the total quantity of tar re- 


covered, 269,000,000 gallons was 
water-gas and oil-gas tar, which com- 
pares to 252,000,000 gallons in the pre- 
ceding year. 

These statistics are cited here to 
point up further a trend first empha- 
sized in the Federal Power Commis- 
sion’s report of its investigation of the 
natural gas industry. 

At that time, the commission heard 
considerable testimony by state authori- 
ties on the potentialities of natural gas 
in the future industrial development of 
their respective areas. Some witnesses 


*Technical editor of business magazines, now 
resident in Washington, D. C. 
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used these prospects as arguments 
against the further and rapidly mount- 
ing export of what they feared was a 
fast-vanishing natural resource of their 
states. 

Whatever these views were, data by 
the Tariff Commission dealing with 
U.S. production of synthetic chemi- 
cals, recently issued for 1948, show 
the gas industry in a major rdle, 

The combined output of all synthetic 
organic chemicals and their related raw 
materials, in 1948 was 41.6 billion 
pounds, 9.3 per cent greater than in 
1947. The output of crude products 
from natural gas and petroleum 
reached 3.9 billion pounds, which was 
25 per cent greater than in the previous 
year. 

The figures are striking in the light 
of the observation in the Smith-Wim- 
berly report following FPC’s natural 
gas investigation, that, on the basis of 
1945 figures, “it is apparent that the 
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utilization of gas for these purposes 
(noncoal tar organic chemicals) is 
relatively small.” 

The figures now issued appear to 
confirm the later conclusion in the 
Smith-Wimberly report that “Today, 
the noncoal-tar synthetics organic 
chemicals branch indicates the begin- 
ning of a growth with its peak rate 
still in the indefinite future.” 


HE development has been followed 

with practical interest abroad, 
where synthetics are a natural resort in 
the absence of certain other resources. 
From this and other stimulation, a 
number of plants are either about ready 
to begin operations, or are under con- 
struction in the United Kingdom, 
France, Germany, and The Nether- 
lands. In the absence of natural gas, 
the plants will use petroleum gases, it 
is understood, but the two basic ma- 
terials are frequently hard to distin- 
guish in the eventual statistics of pro- 
duction. 

The market in the United States de- 
rives from the fact that chemicals enter 
almost every phase of industry; it 
might almost be said that the measure 
of a country’s industrial activity lies in 
the industrial demand for chemicals. 
Cheap and plentiful chemical materials 
are vital to industry. In its production 
of the crude and intermediate materials 
for synthetic chemicals, the gas indus- 
try is obviously forging ahead at a rate 
easily measured since the furor of the 
FPC survey. 

In that exploration, the almost un- 
limited kinds of chemical reactions and 
susceptibilities in natural gas were 
widely discussed by technical witnesses. 
Today, the synthetic organic chemi- 
cals industry, which has wide ramifica- 


tions extending into the natural gas in- 
dustry, where they are not in fact 
synonymous, has probably at least 10,- 
000 technically trained workers. 

In this phase of its operations, the 
natural gas industry is apparently on a 
wave generated in the recent war. Just 
as World War I saw a concentration of 
interest in coal-tar derivative chemi- 
cals, so did World War II result in ac- 
celerating developments that had their 
beginnings in the mid-1930’s. Syn- 
thetic rubber, which had been just a 
term in this country until the Japanese 
cut off the natural rubber supply of the 
world, became a crucial war product. 

This stimulated demand for carbon 
black, still a major outlet of natural gas 
synthetics, but it also led to intensified 
pressure on materials for other syn- 
thetics, some of which had been merely 
experimental until then. 


S° today, while the public in general 
views natural gas as a source of 
winter heat or fuel for cooking meals, 
and the majority of industry users treat 
it as a convenient fuel, there is a body 
of opinion that sees gas in the light of 
a semiprecious raw material. 

From the public angle, the end re- 
sult to be looked for is a stage of syn- 
thetic chemicals manufacture, using 
natural gas, where the rate to the fuel 
user can be shaved in relation to the 
profit from sale of these chemical 
crudes to industry. This could give the 
natural gas industry a new status be- 
fore the regulatory bodies of the na- 
tion; nor is this a farfetched eventu- 
ality. The packing industry spent a 
good many millions teaching the pub- 
lic that it enjoyed cheaper meat because 
the packer could sell everything but the 
squeal at the stockyards, 
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A gas consumer who never heard of 
xylene, napthalene, or toluene, not to 
mention some others, will not be too 
critical of an industry that, because it 
produces these materials, is able to 
charge him lower rates for his gas. 

The relationship is easily seen, how- 
ever, in the fact that just as production 
of coal tar reflects the demand for steel, 
production of water-gas or oil-gas tar 
reflects the consumption of manu- 
factured gas for household and indus- 
trial use. Plants owned by city gas 
companies—in other words, public 
utilities—accounted for water-gas or 
oil-gas tar in 1948 amounting to 39,- 
943,000 gallons, compared with 40,- 
283,000 gallons in 1947; plants not 
owned by city gas companies, on the 
other hand, showed a rise in 1948 out- 
put to 698,812,000 gallons from 695,- 
892,000 in 1947. These tars are, of 
course, distilled by other industries 
also, using gas or oil. 


e 


Incidentally, substantial quantities 
of these tars are consumed as fuels 
themselves. In this connection, and 
pertinent to charges heard during the 
FPC investigation, that gas was being 
diverted from such valuable uses as the 
new chemicals manufacture, produc- 
tion of the synthetics in certain in- 
stances uses gas that otherwise would 
be lost or wasted. 


ye: black companies find it ad- 
vantageous to seek out gas sup- 
plies in locations where the gas cannot 
be economically piped to more distant 
markets, or for other reasons would be 
lost to other users. Their use of this 
gas gives them a cheaper raw material 
supply, and conserves a resource that 
otherwise might have gone the way of 
a lot of helium before a use was found 
for it. This is true also of so-called 
“sour gas” or was until new methods 
of treating this gas for general use were 


Organic chemicals: United States production and sales of crude products from 
petroleum and natural gas for chemical conversion, 1948 

[Listed below are the crude products from petroleum and natural gas for chemical 

conversion for which any reported data on production or sales may be published.] 


Product 
Grand total 
AROMATICS AND NAPHTHENES 
Total 
Naphthenic acid 
Toluene, all grades 
Xylene, all grades 
All other aromatics 
n ALIPHATIC HYDROCARBONS 
otal 
C2 hydrocarbons: Ethylene 
Cs hydrocarbons: Propane and propylene 
Cs hydrocarbons, total 
1, 3-Butadiene, grade for rubber (Elastomers) 
1-Butene and 2-butene fraction 
All other 
Cs hydrocarbons 
Cg hydrocarbons: Di-isobutylene 
All other aliphatic hydrocarbons 


Produc- Sales 
tion 
1,000 
Pounds 


3,914,307 


Quantity 


Pounds 
2,997,630 


687,272 
8,243 


Dollars Per Pound 
123,087 $0.04 


25,983 
736 
301,319 8,910 


257,143 6,691 
120,567 9,646 


97,104 
9,138 
8,601 

74,415 

52,665 

18,890 
2,860 

505 
378 
4,067 / 
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2,310,358 
149,072 
497,281 

1,413,156 
654,613 
652,979 
105,564 

6,723 
8,174 
235,952 


RRBS2BARRE RRRSE 





PUBLIC UTILITIES FORTNIGHTLY 


developed. ‘“Casing-head gas” also 
has been obtained at economical rates 
by carbon black producers, where, in 
the past, large quantities had to be 
flared for lack of suitable pipe-line or 
other outlets. 

The carbon black industry is usually 
thought of first in connection with syn- 
thetic chemicals output using natural 
gas. Such manufacture does account 
for a larger part of natural gas con- 
sumption industrially than any other 
except field use; in 1946, 478 billion 
cubic feet. The manufacture of carbon 
black has tended to follow the lines of 
newer gas developments, migrating 
from the earlier Appalachian area as 
more intensive use of gas developed 
there, with the resulting higher prices. 

The 1946 exports of carbon black, 
271,000,000 pounds, represented 111 
billion cubic feet of natural gas, on the 
basis of average yields of 2.44 pounds 
per one thousand cubic feet that year. 

But the gas industry has expanded 
into numerous other fields since then. 
The Tariff Commission reports that 
where, in former years, many so-called 
cyclic intermediates were derived prin- 
cipally from destructive distillation of 
coal, increasing amounts have now 
been coming from crudes obtained 
from natural gas or petroleum. Their 
relationship to other chemicals demand 
is seen in the fact that cyclic inter- 
mediates’ chief uses are in the manu- 
facture of still further advanced or- 
ganic chemicals—dyes, medicinals, ex- 
plosives, plastics, resin materials, syn- 
thetic rubbers, even perfumes and fla- 
vor materials. 


. | ‘HE value of crude products from 
petroleum and natural gas in 1948, 
the latest reported, was $123,000,000 
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compared with $118,000,000 the year 
before. The quantity of such products 
rose to 9,998,000,000 pounds in 1947, 
but dropped to 9,470,000,000 last year, 
despite the higher value dollarwise. 
Sales in 1948, represented by the $123,- 
000,000 cited above, totaled 3 billion 
pounds. 

The output of a subgroup in this 
field, comprising aromatic and naph- 
thenic products, rose about 40 per cent 
last year compared with 1947. 

Relatively, synthetic chemicals are 
still a small part of the natural gas in- 
dustry’s business. Some ethylene and 
butadiene is sold, and considerable 
quantities of basic tar crudes. But, in 
general, the trend is for petroleum and 
natural gas companies to seek outlets 
through major chemical producers, and 
a number of such arrangements are 
now in effect, it is reported. This com- 
bines the production of natural ma- 
terials with a producer of the finished 
or semifinished chemical product, who, 
in turn, has the sales outlets and the 
marketing machinery for disposing of 
these manufactures. Some gas or 
petroleum companies, or combinations 
of the two, of course, have chemical 
facilities of their own. 

An idea of the range of chemicals 
production from petroleum and natural 
gas is indicated by the table, page 357, 
detailing the crude products from those 
materials, in 1948. 

In connection with this list of 
products, it is perhaps significant that 
natural gas exports, as such, from pre- 
war 1933 down through 1946, repre- 
sented only about 8 per cent of the 
volume of natural gas consumed in 
manufacture of carbon black exported 
in the same period. In the latter year, 
in fact, exports of carbon black, in 
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Gas—A Semiprecious Raw Material 


“ .. while the public in general views natural gas as a source of winter heat 

or fuel for cooking meals, and the majority of industry users treat tt as a 

convenient fuel, there is a body of opinion that sees gas in the light of a 

semiprecious raw material. From the public angle, the end result to be 

looked for is a stage of synthetic chemicals manufacture, using natural 

gas, where the rate to the fuel user can be shaved in relation to the profit 
from sale of these chemical crudes to industry.” 





terms of natural gas used in its produc- 
tion, were more than six times the 
volume of natural gas exported. 


nee of use of natural gas in 
carbon black, figures up to 1945 
indicate that less than 2 per cent of nat- 
ural gas was being used as chemical 
raw material, as distinguished from the 
very considerable amount used as fuel 
in chemicals and related manufacture. 
This figure may not be as significant as 
it appears, taken by itself. During the 
war years, as a great many volumes of 
war investigation testimony recall, one 
of the critical problems was getting 
enough gas for carbon black, or other 
essential war uses. It would take de- 
tailed analysis of the situation to indi- 
cate whether the small amount entering 
chemicals manufacture at the time was 
or was not due to more urgent demand. 
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Under normal conditions, and in 
view of the mounting interest in syn- 
thetic chemicals manufacture, the de- 
mand on natural gas in this connection 
is necessarily speculative. The research 
staffs referred to are busy ferreting out 
new possibilities and applications. 
Some development, just as carbon black 
did, may impinge on natural gas with 
unexpected force. Organic chemicals 
of noncoal-tar origin, as yet, are con- 
sidered to be in just an early stage. In 
some cases, also, the market demand 
for such chemicals is at present limited. 

Natural gas, as a raw material for 
chemicals use, also has competition 
from other, firmly entrenched ma- 
terials, some of which are by-products 
of various industrial operations. This 
competitive phase is subject to fluctua- 
tions. The instability of coal produc- 
tion, due to the incessant strike menace 
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in that industry, is one such factor. 

The effects of these arbitrary inter- 
ruptions to the coal supply are felt more 
quickly in coal chemicals production 
than probably any other industry. Im- 
mediately, the very first day of the steel 
strike, for illustration, approximately 
70 per cent of the coal chemicals pro- 
duction stopped. As of November Ist, 
only a small number of coke ovens were 
reported still operating, and these were 
on a slow schedule. 

Hence, the customers for aromatic 
solvents normally derived from coal tar 
turned to petroleum toluol and xylol, 
producers of which were reportedly un- 
able to meet all the orders they had, but, 
incidentally, held their prices at for- 
mer levels. 


| perenne and apart from the coal 


or steel strike effects, crude light oil, 
a primary product of coal carboniza- 
tion, supplied virtually all benzol, 
tuluol, xylol, and solvent naphtha. In 
a large measure, according to current 
figures, these still come from coal, but 
petroleum is fast becoming an im- 
portant source of both tuluol and 
xylol. Since the statistics on petroleum 
and natural gas are frequently inter- 
related, this would seem to be an im- 
portant indication as to future develop- 
ments. 

In 1948, the petroleum industry 
furnished 60 per cent of tuluol and 85 
per cent of the nation’s xylol supply. 
Production of tuluol and xylol is an im- 
portant phase of the aviation gasoline 
industry. 

With respect to natural gas itself, 
however, and without reference to such 
specific situations as this, it was antici- 
pated by some authorities, on the basis 


of earlier figures, that even with a very 
great expansion of demand from 
chemicals production, such use would 
provide only a minor fraction of total 
natural gas consumption. 

These authorities point out that ex- 
panding requirements can be met by | 
selective use of gas, with an eye to the 
desired components. None of these de- 
velopments takes into account the | 
budding field of synthetic liquid fuels. | 
Here, again, the most widely studied | 
German process used coal. Probably | 
in this country, the primary dependence | 
will come to be cheaper coals, particu- | 
larly as interest in the possibilities ] 
stems in part from the prospect that § 
areas having cheap coals may benefit. J 
This latter possibility has stimulated | 
congressional support of the experi- | 
ments. 

However, experimental work in this § 
country on the original German process 
has delved into use of natural gas, and § 
some major improvements which open 
the field to this material have followed. 
Since these processes contemplate the 
use of residue gas, principally methane, 
there are interesting potentialities, it is 
reported. 

Where, only a few years ago, con- § 
version of dry gas to liquid fuel was re- 
garded as uneconomical, due to compe- 
tition from petroleum, private indus- 
try is getting into such production. The 
market limitations which some authori- 
ties see, with respect to use of natural 
gas for production of some synthetic 
chemicals, do not apply to possible con- 
version of the residue gas mentioned 
into liquid fuel. Until the plans now 
getting into the field have had time to 
cover more ground, however, this is a 
speculative outlook. 
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Washington and the 


Utilities 


Taxes Continue in Spotlight 


F the numerous daily hearings on 
Capitol Hill, none is drawing more 
public attention or a greater number of 
witnesses than the House Ways and 
Means Committee’s public sessions on 
the President’s tax program. By far the 
greatest number of witnesses are from the 
ranks of small businessmen as represent- 
ed by their national associations. They 
seem unanimous in two demands—repeal 
of excise levies at retail levels, and 
amendment of the internal revenue code 
to tax the profits of codperatives and 
presently tax-exempt foundations. 

Representatives of the gas and oil in- 
dustry have vigorously opposed any re- 
duction in present depletion allowances, 
pointing out that these allowances enable 
the industry to conduct exploration for 
new petroleum and gas reserves. Giving 
support to industry views, Congressmen 
from the oil-producing states have flatly 
declared depletion allowances will be re- 
tained at their present levels. 

Although more than 50 per cent of the 
revenue realized from excise taxes on 
telephone tolls comes from the 15 per 
cent charge on local service, there has 
been little organized protest against the 
administration’s proposal that this tax be 
retained while recommending that the 25 
per cent tax on long-distance and tele- 
graph tolls be cut from 25 to 15 per cent. 
However, Representatives Herman P. 
Eberharter (Democrat, Pennsylvania), 
John A. Carroll (Democrat, Colorado), 
and John D. Dingell (Democrat, Michi- 
gan) closely quizzed Treasury Secretary 
John W. Snyder on the administration’s 
“failure” to recommend any reduction in 
the tax on local telephone services. 
Representatives Eberharter and Carroll 
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plainly indicated they will put up a fight 
within the committee to halve this tax, 
while Representative Dingell, long-time 
opponent of all excises, especially those 
which “hit the little fellow,” would elimi- 
nate the tax on local telephone services. 


een a of the lamp division 
of General Electric, and the Con- 
solidated Edison Company of New York, 
presented forceful arguments for repeal 
of excise taxes on electric light bulbs, and 
the 34 per cent excise tax on electrical 
energy. 

Estimating that the excise tax paid by 
its lamp division in a single year totaled 
only $4,850,000, General Electric’s wit- 
ness demonstrated that it had the expense 
of recording 21,600 excise tax collections 
averaging $224.20 each from 1,800 
wholesalers, who, in addition to making 
and recording the 21,600 payments to 
GE, had the expense of recording 1,800,- 
000 excise tax collections averaging $2.69 
cach from 150,000 retailers who, in ad- 
dition to recording these 1,800,000 pay- 
ments to the wholesalers, had the expense 
of separately recording 68,300,000 tax 
collections from 19,800,000 home con- 
sumers who handed the retail merchants 
an average of 7.1 cents in each collection. 

Consolidated Edison pointed out that 
because industrial users of electrical en- 
ergy and those who produce their own 
electricity are excluded from the 34 per 
cent tax, it is essentially an indirect tax 
on residential and comparatively small 
business users of electricity. C. J. Tru- 
deau, chairman of the Edison Electric 
Institute’s taxation committee, testified 
that, in collecting the electrical energy 
tax, the government was losing $30,000,- 
000 a year in income taxes. 
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Pointing out that the gross tax ap- 
proximates $75,000,000 a year, Mr. Tru- 
deau declared the tax and the cost of ad- 
ministering it are deducted by the utili- 
ties in computing their Federal income 
tax. The result, he continued, is that the 
net revenue to the government from this 
excise tax is less than $45,000,000 a year. 
He also pointed up the discrimination that 
exists because the tax is imposed solely 
upon the home owner and small business 
customers of the investor-owned utilities 
and not upon sales by municipally owned 
or cooperatively owned power companies. 
Repeal of this tax, Mr. Trudeau conclud- 
ed, would benefit residential customers, 
affording greater purchasing power. 


* 
New Valley Approach 


| pre with an apparent congressional 
apathy toward the valley authority 
idea, the administration seems to be using 
a new strategy on the valley authority 
front. Local opposition in the areas 
selected for development along lines 
similar to the present Tennessee Valley 
Authority has necessitated a more subtle 
approach toward any over-all plan of re- 
gional development of water, mineral, 
timber, and other natural resources. 

During the first session of the present 
Congress, Public Works committees of 
House and Senate held extensive Wash- 
ington hearings on twin measures for the 
creation of a Columbia Valley Admin- 
istration, believed to be the “model” for 
similar valley or regional developments 
—nine in all. Although both committees 
received appropriations for “on the 
ground” hearings in the states of the 
Columbia river basin, neither has made 
any move to conduct such hearings, nor 
will the chairmen, Senator Dennis Cha- 
vez (Democrat, New Mexico) and 
Representative William M. Whittington 
(Democrat, Mississippi), set dates for 
the hearings. In the meantime, both 
houses move toward controversial, time- 
consuming legislation that will see com- 
mittee members more desirous of remain- 
ing in the nation’s capital than treking off 
to the Pacific Northwest. 
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Growing opposition on the part of area 
residents of the Columbia valley—and 
congressional apathy—now makes it look 
as though the administration’s plans are 
to play for time; educate Congress and 
the people to the valley authority idea. 
This is discerned in three administration- 
approved amendments to the House- 
passed Omnibus Rivers and Harbors 
Bill (HR 5472). 


ee: first amendment, a modification 
of S 253 by Senator Henry Cabot 
Lodge, Jr. (Republican, Massachusetts), 
would create a New England “study com- 
mission.” The “commission” would bea 
Federal advisory group to investigate 
hydroelectric power potential in all New 
England states, including the Passama- 
quoddy project in Maine and the St. 
Lawrence project in upper New York 
state. 

The second amendment, by Senator 
Robert S. Kerr (Democrat, Oklahoma), 
would create another “study commis- 
sion” to advise and investigate on water 
resources development in the Red, White, 
and Arkansas river basins, while the third 
would authorize the so-called comprehen- 
sive plan of the Army Engineers and the 
Bureau of Reclamation for development 
of the Columbia river basin along lines 
which could set the stage for an ultimate 
Columbia Valley Authority. 

All three amendments are being eyed 
with considerable suspicion by most Re- 
publicans and a few Democrats. For some 
time, the Democratic high command has 
been trying to build up arguments sup- 
porting public power and other Federal 
spending development, as a means of 
weaning New England voters away from 
the Republican standard. Exploiting the 
fear now felt throughout New England 
that her industry is moving to areas 
where federally developed electric power 
is supposed to be abundant and cheap, 
there is the plain inference that New 
England can have the same advantages if 
it will go along with Democratic plans 
for Federal spending. 

The spending angle is not being played 
up by the administration in so far as the 
Kerr amendment is concerned. In fact, 


362 





the 
has 
Str 
thu 


-m «nab @wenm@ eae eo ene 


of area 
—and 
it look 
ns are 
3S and 
’ idea, 
ation- 
[ouse- 
irbors 


cation 
Cabot 
etts), 
com- 
l bea 
‘igate 
New 
ama- 
> St. 
Y ork 


lator 
ma ), 
mis- 
rater 
hite, 
hird 
hen- 
| the 
nent 

ines 

late 


yed 
Re- 
yme 
has 
up- 
ral 
of 
om 
the 
ind 
2a 
rer 
ap, 
2W 
if 
ns 
ed 


he 
t, 


WASHINGTON AND THE UTILITIES 


the White House, via the Budget Bureau, 
has simply given the proposal its blessing. 
Strategy for the Columbia river program 
thus follows a piecemeal pattern. 


* 


Central Arizona Project 


ENATE approval of the $732,000,000 
Central Arizona power and irrigation 
project (S 75) by a vote of 55 to 28 is no 
indication that this measure will reach 
the White House during the present ses- 
sion of Congress. Described as “fantas- 
tic” by California opponents and neutral 
observers alike, the project got the Sen- 
ate’s OK more as a gesture of good will 
toward Senator Carl Hayden (Demo- 
crat, Arizona), who could face a stiff pri- 
mary fight this summer had the upper 
chamber said “no.” The bill now goes to 
the House, where an identical measure 
(HR 934) is tightly locked in the Public 
Lands Irrigation and Reclamation Sub- 
committee, lacking three, perhaps four, 
votes necessary for a favorable report. 


> 
Natural Gas Legislation 


s this issue reaches the subscriber’s 
desk, the Kerr Bill (S 1498) to ex- 
empt independent producersand gatherers 
of natural gas from Federal Power Com- 
mission jurisdiction probably will have 
passed the Senate and be in the hands of 
Senate-House conferees for adjustment 
of differences between it and the House- 
passed bill (HR 1758) of Representative 
Oren Harris (Democrat, Arkansas). 
Senator Kerr’s measure has been some- 
what modified with a face-saving com- 
promise which is expected to make it ac- 
ceptable to the President, who is known 
to have opposed the original bills of both 
Kerr and Harris. The Kerr Bill now 
carries a “watch-dog clause” directing the 
Federal Power Commission to keep an 
eye on producers of natural gas—to make 
sure that no monopolistic combinations 
develop to interfere with competitive gas 
prices. 
The Crosser Bill (HR 5306) to regu- 
late natural gas securities, by Represent- 
ative Robert Crosser (Democrat, Ohio), 


363 


seems to face delay in the House Inter- 
state Commerce Subcommittee on Petro- 
leum and Federal Power. An admin- 
istration measure that had not attracted 
any great amount of attention, extra- 
ordinarily strong opposition developed, 
causing one committeeman to comment 
that it was more “vigorous” than had 
been anticipated. Although hearings 
have been closed, Subcommittee Chair- 
man Harris has said there is “strong” 
likelihood that other witnesses will be 
heard. 


a 


REA—Interior Divorce? 


| the March 2nd issue, an apparent 
alliance between the Rural Electrifica- 
tion Administration and the Department 
of the Interior, whereby the latter was 
getting steam-generating plants built 
through an interesting plan, was de- 
scribed, whereby REA made loans to 
“super co-ops,” who in turn leased their 
steam and transmission facilities to In- 
terior for integration with Federal grids. 
In this manner, Interior could by-pass a 
Congress that did not want to appropri- 
ate directly for Interior steam plants. 

This ingenious arrangement now ap- 
pears to be running into trouble that 
could bring about a “divorce” of the two 
agencies—at least in the field of power 
generation and distribution. Officials of 
REA, not wishing to antagonize the 
House Appropriations Committee, are 
now holding in abeyance a previously ap- 
proved “super co-op” loan, while legisla- 
tion is being readied that would make 
such deals clear with Congress. One bill 
(HR 6782) by Representative Boyd 
Tackett (Democrat, Arkansas), that 
would require congressional approval of 
“super co-ops” is now resting in a House 
Agriculture Committee pigeonhole. But 
two alternatives are in the offing. One 
would put a ceiling on the amount of a 
single REA loan, while the other would 
bar loans from one Federal agency for the 
direct or indirect benefit of another Fed- 
eral agency. Neither move would have to 
clear the strongly pro-REA House Agri- 
culture Committee. 
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Exchange Calls 


Telephone Strike Postponement 


OUBTLEsS it was President Tru- 
man’s intervention that officially 
averted for sixty days the nation-wide 
strike of the Communications Workers 
of America (CIO) against Bell system 
companies, scheduled to begin February 
24th. But there are Washington observ- 
ers—long familiar with national labor- 
management disputes—who feel that 
Joseph Beirne, president of the union, 
was just as well pleased to receive the 
White House plea for a truce. 

Beirne’s position was complicated by 
the request that union members and 
friends of the union utilize telephone 
facilities to the break-down point. Press 
comment on this proposal was generally 
unfavorable, the ugly word “sabotage” 
getting prominent position in many edi- 
torials. Beirne denied the accusation of 
sabotage, and issued a statement that the 
union would keep sufficient maintenance 
men and operators in each struck ex- 
change to assure adequate service for fire, 
police, ambulance, medical, and other 
emergencies. 

Still another complication in the 
union’s position was the fact that CWA 
had not “laid it on the line” in so far as 
union demands were concerned. The 
February 24th strike deadline was “just 
around the corner” before the union 
asked a 15-cents-an-hour across the board 
increase. When asked about this during 
a radio press conference, Beirne’s 
answer was not very conclusive. 

Other conditions which may have 
prompted Beirne’s decision to comply 
with President Truman’s request were an 
apparent willingness of the administra- 
tion to invoke the injunctive procedure 
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And Gossip 


of the Taft-Hartley Act, and a pending 
bill of Senator A. Willis Robertson 
(Democrat, Virginia) to bring large 
unions within the purview of the Sher- 
man Antitrust Act. And, last but not 
least, it was obvious, on February 22nd, 
that public irritation over the bituminous 
coal strike was at a pitch hardly sympa- 
thetic with another nation-wide shut- 
down in an industry essential to the pub- 


lic welfare. 
e 


First REA Phone Loan 


‘_o first rural telephone loan to be 
made by the Rural Electrification 
Administration was announced in Wash- 
ington late last month. At least four 
applications (from Alabama, Indiana, 
New York, and North Dakota) from in- 
dependent (non-Bell) telephone com- 
panies were reported to be sufficiently 
completed for loan approval. But in def- 
erence to the home state of the senatorial 
sponsor of the Federal statute—Senator 
Hill (Democrat, Alabama )— it developed 
that the first rural phone loan would go 
to the Florala Telephone Company, with 
appropriate ceremony. 

An REA announcement stated that 
the loan allocation is “the first step in 
providing adequate telephone service for 
every rural resident of the company’s 
service area, in accordance with the area 
coverage principle of the REA telephone 
loan program.” 

The Florala Telephone Company will 
have to put up about 17 per cent of the 
total funds required and serve about 61 
per cent of all potential customers in the 
service area. The approved loan amount- 
ed to $243,000, while the total ex- 
penditures for plant improvements will 
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EXCHANGE CALLS AND GOSSIP 


est about $285,000. The company al- 
ready serves 447 subscribers and pro- 
poses to add 1,053 out of 2,460 persons 
living in the area after improvements are 
completed. In this case, as in other rural 
telephone loan applications, REA re- 
quested the applicant to increase the size 
of the original loan request in order to get 
more “area coverage” so as to serve a 
greater proportion of the rural residents. 
The investment per customer will thus 
awerage about $1,270 if the total cost 
($285,000) of the improvements is allo- 
ated to the new subscribers (1,053). 

The proposed rate under the Florala 
an appears to be quite substantial and, 
above the average for rural phone serv- 
ice. Data submitted to the Alabama Pub- 
lc Service Commission in connection 
with the Florala application to REA sug- 
gested a residential rate of $42 a year and 
somewhat higher (about $55) for a few 
business subscribers. This would mean 
amonthly residential rate (minus tolls 
aid excise taxes) of $3.50 net for the 
company. The addition of the present 
Federal excise tax on monthly exchange 
bills (15 per cent) would mean a total 
outlay by the rural subscribers of slightly 
more than $4 a month—which is well 
above the average for rural residential 
service. All REA borrowers, however, 
must charge rates sufficient to cover in- 
terest and annual amortization payments 
on the loan over and above operating ex- 
penses and taxes. 


» 


Governor Seizes Phone Lines 


Pypesy Alfred E. Driscoll of New 
Jersey on March Ist seized all fa- 
tilities of the Bell Telephone company 
within the state to forestall a strike by 
12000 operators and other workers. 

He immediately reassured state resi- 
dents that his action, under the New Jer- 
sy Public Utility Antistrike Law, would 
not affect telephone service in the state 
or between New Jersey and other parts 
of the country. There will be no change 
inthe operations of the company. 

Governor Driscoll’s move was said to 
be the latest in a series of state attempts 
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to find a peace formula in the dispute be- 
tween Division 55 of the Communications 
Workers of America, CIO, and the New 
Jersey Bell system. 

Under the law, the dispute was up for 
arbitration by a 5-man panel. The com- 
pany and the union would each designate 
one person, and the governor would have 
three public members. The decision of 
the board will be binding, although any 
ruling may be appealed to the state su- 
perior court. The governor said he would 
not name the three public members of 
the board until the union and the com- 
pany had tried to reach agreement on 
them. 

The union said its board member 
would be William Dunn, an aide to Jo- 
seph Beirne, president of the CWA. Wal- 
ter T. Margetts, Jr., head of the state 
mediation board, will be administrator 
for the company. 


Rate Increase Granted 


se Chesapeake & Potomac Tele- 
phone Company was recently re- 
ported preparing to submit revised rate 
schedules to the District of Columbia 
Public Utilities Commission, following 
the commission’s order granting the 
company an annual increase in income of 
$2,500,000. The rate schedules will de- 
termine just how the increase will be ap- 
portioned among various types of tele- 
phone subscribers. 

The commission ordered the increase 
in the gross revenues of the telephone 
company on February 20th. The com- 
pany had sought an increase of $3,249,- 
000 through a long series of hearings 
held in November and December. A pub- 
lic hearing on the rate schedules was set 
for February 28th. 

The increase, while substantially less 
than asked, was in line with the recom- 
mendations made during the hearing by 
V.A. McElfresh, of the commission staff. 
He testified an increase of $2,227,034 in 
gross income would give the company a 
fair return. An intervening party, David 
A. Kosh, public utility chief of the Bureau 
of Federal Supply, recommended about 
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$800,000 less than Mr. McElfresh did. 
The Federal government is the largest 
single customer of the telephone com- 
pany, with an annual bill of about $3,500,- 
000 under present rates. 

C. H. Johnson, vice president and gen- 
eral manager of the telephone company, 
expressed “disappointment” over the 
commission’s action “in granting us $1,- 
000,000 less than the full amount of the 
additional annual gross revenues request- 
ed in our application.” He said the 
authorized increase, even with previous 
increases granted, is approximately $2,- 
000,000 less than the annual cost to the 
company of general wage increases given 
employees since the war. Johnson said 
the company would give study “to what 
further action the company should take 
in order to raise the earnings to a satis- 
factory level.” 


* 
Bell Pushes TV Link 


| j) URTHER expansion of television is as- 


sured this year by the Bell system’s 
plans to add nearly 6,500 channel miles 
and 17 more cities to its network by fall. 
This means that, before the end of 1950, 
the system will have doubled its television 
facilities each year for the last three years. 
Completion of the current program will 
bring the total cities served by network 
service to 43. 

At the end of 1948, there were two 
separate Bell system television nets—one 
in the East, the other in the Midwest. 
They were comprised of about 3,500 
channel miles, and were available to tele- 
vision broadcasting stations in 13 cities. 
Early in 1949 these two networks were 
joined by coaxial cable running from 
Philadelphia to Cleveland. The linking 
of these two points not only welded the 
two networks, but also brought Pitts- 
burgh into the fold as the fourteenth city 
in the net. 

The rapid progress being made in 
meeting the needs of the industry is indi- 
cated by the fact that, by the end of 1949, 
the network had increased to about 8,500 
channel miles serving 26 cities (including 
Albany, which has no station at present). 
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In June, 1949, Lancaster, Erie, and 
then Wilmington were added. Provi- 
dence and Dayton were included in 
September and, in October, Columbus 
and Cincinnati. Late in the year, 
Rochester, Utica, Syracuse, and Sche- 
nectady were joined to the network. 

The system’s 1950 expansion program 
includes the extension of facilities to pick 
up Memphis in March and Norfolk the 
following month. Johnstown, Pennsyl- 
vania, will be included in June. Five ad- 
ditional southern cities are scheduled for 
network service in September of this 
year. They are Charlotte, Greensboro, 
Atlanta, Birmingham, and Jacksonville. 
By the end of October, westward 
progress of the network service will reach 
Omaha. 


+ 
Rural Phone Co-op Bills Passed 


wo senate bills which would create 

nonprofit telephone codperatives for 
rural users passed the Virginia house last 
month. By a vote of 84 to 7, the house 
passed the Moses Bill which would pro- 
vide for telephone codperatives. By an 
83-to-2 vote, the house approved the 
Moses Bill to require all public utilities 
to receive a certificate of necessity from 
the state corporation commission. 

Speaking on behalf of the bill to pro- 
vide telephone codperatives, Delegate 
Robert Whitehead, of Nelson, said a tele- 
phone codperative would not operate in 
regions now served by telephone com- 
panies. The codperatives, he said, would 
serve areas which do without, and would 
continue to do without, telephone service. 

They would pay exactly the same state 
and local taxes as any other public service 
company in private hands, he said, but 
would receive certain exemptions from 
the Federal income tax. 

The house struck from the calendar its 
own telephone codperative bill after pass 
ing the senate measure covering the same 
field. 

Governor Talmadge of Georgia has ap- 
proved a bill passed by the state legisla- 
ture authorizing the establishment 0 
rural telephone codperatives. 
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Financial News 
and Comment 


By OWEN ELY 


Utility Analyses by Wall Street 


Firms 


ARRIMAN RipLey & Co. recently 
prepared a 40-page brochure on 
Niagara Mohawk Power Corporation, 
describing the history of the area served, 
the gradual development of the hydro- 
electric plants, and the steady growth of 
the newly merged company. While indus- 
trial revenues make a fa‘rly heavy contri- 
bution to total revenues (37.6 per cent) 
sales are well diversified. The company’s 
gas business will be aided by the introduc- 
tion of natural gas, which should open 
up a large market for space heating. Sub- 
stantial operating economies may also be 
obtained through retirement of high-cost 
manufactured coal-gas plants now in use. 
The conversion program will cost about 
$4,500,000 for pipe-line facilities and 
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changeover of customers’ equipment, 
while the plant write-off (undepreciated ) 
will approximate $3,500,000 ; the $8,000,- 
000 total will probably be amortized over 
a period of years. 

The company’s electric capacity of 
nearly 2,000,000 kilowatts is about evenly 
divided between 75 hydroelectric plants 
and 6 steam plants ; in addition the com- 
pany buys a moderate amount of hydro 
power. The largest plants are the Schoell- 
kopf 335,000-kilowatt plant at Niagara 
Falls and the 625,000-kilowatt Huntley 
station at Tonawanda near Buffalo. The 
system is completely interconnected, with 
interchange arrangements with other 
companies. This pooling arrangement 
proved invaluable during the war emer- 
gency, as well as during drought periods. 
In the prewar years the system had a 
capacity nearly one-third in excess of 
peak-load requirements, but in 1948 there 
was practically no reserve capacity, peak 
load slightly exceeding capacity due to a 
combination of industrial activity and 
drought handicap. Currently, however, 
a small reserve is being built up which 
will be increased as the construction pro- 
gram proceeds. 


n 1950 it is estimated that $43,000,000 
will be spent for construction which 
will include the completion of the 160,- 


~ 000-kilowatt Dunkirk steam plant. An 


80,000-kilowatt station at Oswego should 
be completed by 1951. The new plants 
will operate at 1,000 degrees with steam 
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pressure of 1,450 pounds—the highest 
efficiency in the system. The company 
recently funded its bank loans through 
an issue of $40,000,000 bonds, and will 
again borrow about $25,000,000 from the 
banks in 1950, it is estimated. 

The company has not yet planned its 
construction program beyond the year 
1951, possibly because of the development 
of the St. Lawrence power project, re- 
cently embodied in a new treaty to be 
submitted to Congress and the Canadian 
Parliament. If and when this project is 
completed, one-half of the capacity or an 
estimated 820,000 kilowatts would be- 
come available for U. S. power com- 
panies, and part of this might be allocated 
to Niagara Mohawk Power. However, it 
is estimated that at least five years will 
be required for completion of this proj- 
ect after the necessary authorities have 
been obtained. 


OHN C. FEEty, of Paine, Webber, 
Jackson & Curtis, has prepared recent 
memos on Gulf States Utilities, Public 
Service of Colorado, and Central Ari- 
zona. Gulf States is one of the growth 
utility enterprises in the South, revenues 
having more than doubled since 1940, 
while the balance for common stock in- 
creased from $1,700,000 in 1942 to $4,- 
600,000 in 1948. Revenues are 92 per cent 
electric, 6 per cent gas, 2 per cent water. 
Rapid growth is continuing and it is esti- 
mated that system peak load will increase 
from 292,000 kilowatts in 1948 to 415,000 
in 1951. Peak load in 1948 exceeded the 
name-plate rating capacity but by 1951 
there should be moderate reserve capac- 
ity, permitting relegation of inefficient 
units to stand-by function. Of the $95,- 
000,000 5-year construction program 
(1948-52) about $45,000,000 remains to 
be spent during 1950-52. 

Use of natural gas for boiler fuel means 
extremely low fuel expense. Firm price 
contracts are in effect for the principal 
plants for about six years ahead. Capital 
structure approximated 56 per cent debt, 
20 per cent preferred stock, and 24 per 
cent common stock equity (before the 
pending stock offering). The manage- 
ment hopes to maintain an equity ratio 





of 25-30 per cent during the construc- se 
tion period, after which it should build @ @™ 
up gradually. On February 28th the com- § su): 
pany called for bids for 350,000 shares of # ° 
additional common stock. eng 
Public Service of Colorado has also en- 
joyed good growth, due in part toa 
plentiful supply of natural gas, sales of 
which now contribute about 40 per cent 
of revenue. The electric load is well bal- 
anced, Mr. Feely points out, industrial 
sales contributing only about 23 per cent HH ope 
of revenues. While the company serves 01 
about 9,000 square miles of the state, 80 Hy 
per cent of revenues are obtained in the Ca 
Denver area. Share earnings declined 
sharply in 1944 but have improved from Fr 
$2.27 in that year to the recent $4.79. 
Steam-electric plants provide about three- C 
quarters of electricity and hydro 20 per , 
cent, with the balance purchased. Sale: 
The story on Central Arizona Light 
& Power is summarized by Mr. Feely as 
follows : Tc 


The company has an_ excellent 
growth record. Current earnings im- 
provement is ascribed to the making 
of a favorable long-term contract for & p,», 
natural gas for boiler fuel early in 1948 El 
and the installation of a new 11,500- Mi 
kilowatt generating unit about midyear Bxpe 
in 1949. Continuing earnings better- Fu 
ment should result from the putting Lal 


into operation about June 1, 1950, of . 
a new 60,000-kilowatt generating unit, #7. 
now well along the construction course. Int 

An 


HIELDS & ComPAny recently issued an 9 Earn 
11-page study of Electric Bond and Ne 
Share Company. It points out that the,” 
anticipated $1 dividend rate offers a yield 
of over 5 per cent which will constitute Bal 
a return of capital instead of being tax- @ p,.,; 
able as ordinary income. Net asset value HJ B,, 
is estimated at about $29.50 compared Sto 
with the recent price around 19. Also, , 1 
the study points out, stockholders will H zi, 
enjoy participation in “a truly unique 
venture capital organization operating Uti 
with a $25,000,000 revolving capital pool 7 
in a variety of special business situations J __’ 
and meeting a basic need in our economy. 
Maximum opportunities for profitable J ‘sue: 
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FINANCIAL NEWS AND COMMENT 


selections and operations should exist be- In the compilation of portfolio values 
cause of the technical assistance of the United Gas Corporation (which the com- 
subsidiary, Ebasco Services, one of the pany may have to distribute to stock- 
world’s leading business consulting and holders) is valued at $9.57 per EB&S 
engineering organizations.” share, Ebasco Services at an estimated 


= 


CURRENT UTILITY STATISTICS AND RATIOS 
Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12 Mos. 
Operating Statistics (December) 
Output KWH—Total Bill, KWH . 290.4 Jo 
Hydro Generated ™ . — 
Fuel Generated 
Capacity 
CE MD vcctcsccnccenenauee 
Fuel Use: — 


es 


Oi Mill. bbls. 
Coal Stocks Mill. tons 


Sales, Revenues, and Rates (November) 
KWH Sales—Residential Bill. KWH 
Commercial 4 
Industrial 
Total, incl. misc 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc, sales 


Om 
wnsods III Iii 
R 


-_ 
om 


Revenues and Income (November) 
Elec, Rev., incl. misc, rev. ......... 
PN ov nctddncsccasuseeds 


Expenditures (November) 
Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
ee rere 


Earnings and Dividends (November) 
Net Income 
Preferred Div. (est.) 
Bal. of Common Stock (est.) 18 
Common Dividends (est.) 9 
Balance to Surplus (est.) 130 


Utility Financing (December)* 


D21% 
89 
D6 


Life Insurance Investments (January Ist-February 18th) 
Utility Bonds ” 103% 
Utility Stocks 36 3,473 
Total 147 
% of All Investments 114 


_ D Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
issues, ** Twelve months ended December 31st. 
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$2.29, remnant holdings of former sys- 
tem subsidiaries at $5.03, American & 
Foreign Power securities at $13.50, and 
net current assets at $1.90. From the total 
is deducted $2.74 for bank loans and the 
maximum liability on preferred call pre- 
mimums (“stubs”), leaving a balance of 
$29.55. 

The value for American & Foreign 
Power securities is based on six times 
recent earnings, using an estimated 67 
per cent new common stock interest 
which might be allocated to EB&S under 
a future recap plan. Recent market value 
of all Foreign Power securities would 
amount to $18.25 a share of EB&S but 
this will doubtless be reduced by “sub- 
ordination” to publicly owned security 
interests, it is anticipated, in line with 
the former plan which failed of enact- 
ment after SEC and court approval. 


ALB, VoorHis & Co. has issued a 
5-page analysis of West Penn Elec- 
tric Company. Its conclusion is “The 
market apparently has underappraised its 
earnings prospects and overappraised its 
vulnerability to a business recession. Al- 
though the relationship of the equity 
represented by this stock to total capi- 
talization is low, the system will be able 
to go through this year and possibly next 
year without additional parent company 
common stock financing. The program of 
parent debt retirement, however, along 
with the retained earnings of subsidiaries, 
should result in gradual improvement of 
this low equity ratio. Earnings over the 
near term should reflect the benefit of the 
large amounts of recent additions to gen- 
erating capacity and that currently under 
construction, as well as from the con- 
tinued growth in the residential and com- 
mercial loads.” 

Truslow Hyde of Josephthal & Co. re- 
cently issued a 4-page memo entitled 
“Utility Stocks Lack Appeal—Earnings 
Approaching a Peak.” He points out that 
market prices for utility stocks are cur- 
rently being stimulated by the attention 
focused on large potential demand from 
accumulating pension funds. Utility fuel 
costs last year were substantially lower 
than in the previous year, due in part to 
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improved hydroelectric conditions, but 
he believes that further savings in gen 
erating costs in 1950 will prove sma 
barring an unexpected decline in fue 
prices. Moreover, other costs, some of 
which are beyond the control of manage 
ment, are steadily rising. Depreciatio 
charges must be stepped up as new con- 
struction is completed. 

While theoretically the utilities could 
obtain higher rates to compensate for any 
future deficiency in earnings, Mr. Hyde 
feels that rate concessions could not be 
readily obtained, since the utilities last 
year earned nearly 6 per cent on their 
capitalization, and interest rates con- 
tinue low. He concludes: “Under the 
impetus of investment demand, some 
further rise in utility stocks may material- 
ize which, in our opinion, would afford 
a favorable opportunity to sell on the 
basis of a new all-time high in earnings 
which have been increasing with only 
one small interruption for the past seven 
years.” 


> 


Proposed New Method of 
Calculating “Coverage” Ratios 


HE financial services sometimes stick 

to old methods of preparing their 
ratios, despite the emergence of new op- 
erating or accounting practices which 
tend to vitiate their accuracy. Since ratios 
are frequently used as yardsticks in “com- 
parison sheets” to appraise new security 
offerings, as well as in the less intensive 
routine comparisons, it is important that 
they should be at least approximately ac- 
curate—not merely on an arithmetical 
basis, but with due regard to the statis- 
tical purpose which they are intended to 
serve. We refer particularly to the two 
ratios “number of times charges earned” 
and “number times charges and preferred 
dividend earned.” 7 
An extreme instance, perhaps, is the 
one reflected in Moody’s Public Utilities 
Current Service, page 1553, reporting 
the earnings of New Jersey Power & 
Light for the twelve months ended No- 
vember 30, 1949, as compared with the 
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alendar year 1948. The figures may be 
summarized as shown in table below. 

Obviously, crediting the large item 
‘Interest to Construction” to fixed 
charges means that total charges are very 
low—about $96,000 for 1949 compared 
with $250,000 the year before. Since the 
credit makes the ratio “haywire,” some 
other method should obviously be used. 
The simplest procedure is to deduct the 
credit from gross income, since the item 
is set up to offset lack of earnings from 
properties still under construction. On 
this basis, “times charges earned” works 
out at 4.12 for 1949 and 3.39 for 1948. 
Similarly, “times charges and preferred 
dividends earned” work out at about 2.85 
for 1949 versus 2.14 for 1948. These 1949 
ratios are far below the abnormal results 
shown by Moody. 

Up to the past two or three years the 
credit for interest to construction was 
usually quite small, and did not affect 
total fixed charges appreciably in most 
cases. 

But because of the big building pro- 
gram since the war the item is now ab- 
normally large. Hence the necessity of 
making special adjustments if the “num- 
ber of times” figures are to have any real 
significance. 

eB 


Utility Data Books 


it practice of issuing utility “data 
books” seems to be gaining, much 
to the satisfaction of the statistical fra- 
ternity who frequently find themselves 
handicapped by inadequate data during 
a period when heavy construction and 
finance programs make it necessary to 
appraise utility equities with special care. 


e 


Gross Income before Federal Income Taxes 


Fixed Charges: 
Bond Interest 
Other Interest 
Miscellaneous Deductions 
Debt Discount and Expense 
Interest to Construction 


Times Charges Earned (before Federal Income Taxes).... 


Times Charges and Pref, Div. Earned 


Such books are frequently issued to in- 
troduce new stocks released in connec- 
tion with holding company breakups, 
sometimes in connection with talks be- 
fore the New York Society of Security 
Analysts, or for the use of underwriters 
who attend “due diligence” meetings. 

Such books or brochures were issued 
by Middle South Utilities and Southern 
Company last year, and more recently by 
Southwestern Public Service in connec- 
tion with its stock financing, and by 
Niagara Mohawk Power to celebrate its 
appearance on the “Big Board.” In con- 
nection with talks before the New York 
Society of Security Analysts, books have 
been issued by Southern Natural Gas, 
Boston Edison, Cincinnati Gas & Elec- 
tric, and other companies over the past 
year or so. 

Annual reports frequently contain 
only meager statistical fare, particularly 
of a historical character. The data book 
usually contains 10-year tables or charts 
which give a historical perspective, spe- 
cial information on construction pro- 
grams, etc. Until the utilities develop 
more satisfactory annual reports the data 
book is a satisfactory substitute, except 
that it appears at irregular intervals. 

General Public Utilities appears to 
have worked out a good system. On Feb- 
ruary 15th the company published an 
abbreviated report to stockholders in the 
form of a folder, with three pages of text 
and an open-up spread four pages in 
size, summarizing the income accounts 
and balance sheet items. These “Financial 
High Lights” were followed about ten 
days later by a 36-page “Supplemental 
Report” giving more detailed tables. Pre- 
sumably the later report went to a more 


1949 
$1,606,026 


484,939 
7,616 


1948 
$1,100,619 
353,500 
10,518 
1,928 
cr 8,647 
cr 108,777 
4.46 
2.49 
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restricted mailing list, permitting savings 
in printing and mailing. 


> 


High Cost of TVA to U.S. 
Treasury Claimed 


HE annual analysis of TVA opera- 

tions by William Carpenter, econo- 
mist of the Edison Electric Institute, was 
headlined on the financial page of The 
New York Times under the caption 
“$119,579,000 Loss Charged to TVA— 
Edison Institute’s Study Finds ‘Gifts’ by 
Taxpayers Since ’33 Were $144,000,000 
—Agency’s Bookkeeping Does Not Re- 
veal True Picture, Utility Body Asserts.” 
This publicity may have served as a 
partial antidote for the Times’ earlier 
misinformed editorial, which spoke favor- 
ably of TVA’s broad contributions to the 
welfare of the Tennessee area. 

Mr. Carpenter’s complete story, which 
appeared in the February issue of his 
“Data of Interest to the Electric Light 
and Power Industry,” reported that 
while TVA’s net from operations in- 
creased 25 per cent to $20,704,000 in the 
fiscal year ended June 30, 1949, due to 
improved rainfall, net losses from other 
activities were $10,602,000, leaving net 
gross income of $10,101,000. The U. S. 
Treasury, however, had paid out $17,- 
144,000 in interest on its real investment 
in TVA properties, according to Mr. Car- 
penter, resulting in a net loss to taxpayers 
of $7,042,000 and an accumulated loss 
over the years of some $144,000,000 (not 
including any return on the old Muscle 
Shoals power plants of World War I 
vintage transferred by the War Depart- 
ment to TVA). The amount of interest 
was derived by applying the average in- 
terest rate on all outstanding U. S. in- 
terest-bearing bonds to the “Proprietary 
Interest of the United States” in TVA as 
shown in the annual reports of the Sec- 
retary of the Treasury. 

Taxes paid by TVA and by the mu- 
nicipal and codperative agencies which 
distribute much of its power totaled only 
5 per cent of revenues, while all the utility 
companies of the United States paid out 
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19 per cent of their revenues in taxes, 

Bonneville Power Administration js 
now approaching TVA in size of output, 
and Mr. Carpenter pointed out that Bon- 
neville sells its power at only .230 cents 
per kilowatt hour as compared with .429 
cents for TVA. Bonneville, of course, 
does not have to carry the load of general 
welfare activities with which TVA is 
burdened, but other factors may also ex- 
plain the big discrepancy in rates. 


* 


November Earnings of Electric 
Utilities 
a utility operating revenues 
gained 1.9 per cent in the month of 
November as compared with a year 
previous, although kilowatt sales were 
down 1.5 per cent. Residential revenues 
gained only 8.3 per cent compared with 
10.4 per cent increase in kilowatt-hour 
sales, the difference reflecting the steady 
decline in the average cost of a kilowatt 
hour to consumers, partly accounted for 
by the greater use of appliances with 
their promotional rate schedules. There 
was a similar decline in commercial rates, 
revenues gaining only 5.7 per cent con- 
trasted with a kilowatt-hour gain of 7.2 
per cent. On the other hand industrial 
revenues declined only 5.1 per cent com- 
pared with a decrease in kilowatt-hour 
sales of 8.1 per cent. 

Turning to the expense account, we 
find that fuel costs dropped 13.1 per cent, 
while labor costs increased 4.1 per cent 
and other expenses 1.9 per cent. Depre- 
ciation gained 6.8 per cent over the 
previous year, and taxes 5.8 per cent. 
However, because of the big saving in 
fuel, total expenses showed only a negli- 
gible gain over last year, and net electric 
operating revenues gained 8.8 per cent 
and gross income 7.8 per cent. 

Interest on long-term debt was 108 
per cent over last year, in line with the 
11 per cent increase in electric utility 
plant, but the increased credit for interest 
on construction held the gain in total 
fixed charges to 7.6 per cent. As a result 
net income for the month showed a gain 
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of 7.9 per cent, and for the twelve months 
ended November, the gain was 15.2 per 


cent. 


w 
Gas Sales in 1949 


TAL sales of gas by utilities to ul- 
I timate customers in December, 1949, 
were 3,775,497,000 therms, an increase 
of 18.8 per cent over the 3,177,509,000 
therms sold in December, 1948, the 
American Gas Association reports. For 
the twelve months ended December 31, 
1949, the gain was 9.5 per cent. The as- 
sociation’s index of gas sales for Decem- 
ber, 1949, was 258.3 per cent of the 1935- 
1939 average. 
Natural gas sales in December gained 
21.0 per cent, while the calendar year 
gain was 11.2 per cent. The December 
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index was 273.5. Manufactured gas sales 
for December increased only 2.6 per cent 
and for the calendar year were down 3.6 
per cent. The December index was only 
173.6 or about 100 per cent below the 
natural gas index. 

Mixed gas sales in December were 
down 4.7 per cent, and for the calendar 
year 6.6 per cent, while the December 
index stood at 147.3. This trend seems 
explained by substitution of full natural 
gas for mixed gas in some cities. 

The accompanying charts show the 
trends for natural gas and total gas sales 
during 1949. 

The AGA has recently reported total 
revenues from utility sales of gas for the 
12-month period ending December 31, 
1949, were $1,658,000,000, an increase of 
7.4 per cent over revenues of $1,543,- 
000,000 in the previous 12-month period. 


TOTAL GAS 
INDEX OF UTILITY SALES, 1948-1949 
(1935 - 1939 = 100) 


PERCENT CHANGE IN UTILITY SALES 
(1949 COMPARED TO 1948) 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


2/21/50 Indicated Share Earnings———— 
Price Dividend Approx. 12 Mos. Cur. Prev. %In- 
About Rate teld Ended Period Period crease 
Natural Gas—Retail 
C Arkansas Natural Gas .... : 5.5% Dec. $1.44 $ 80 80 i 
O Atlanta Gas Light . 5.7 Sept. 1.71 1.79 DS i Teleph 
S Columbia Gas System .... 7 6.3 Dec. ; 1.12* a . ; 
C Consol. Gas Util. , 5.4 Oct. . 1.61 5 An 
S Consol. Nat. Gas y 44 Sept. . 3.75 Cir 
O Houston Nat. Gas : 5.0 July y C Me 
O Indiana Gas & Water b 5.7 Dec, : ; ; C Ne 
O Kansas-Neb, Nat. Gas .... r 5.6 Dec. ; j | § Pa 
S_ Laclede Gas Light i 2.9 Sept. j — ’ So 
C Lone Star Gas ’ 5.0 Sept. ; 
O Minneapolis Gas ; 5.9 Dec. 
O Mission Oil ; 5.1 Dec. j 
O Mobile Gas Service ...... 50 6.0 Sept. ; ‘ ' c As 
S Montana-Dakota Util. 80 6.2 Sept. : ' 7 ° Ge 
C National Fuel Gas 60 5.0 Sept. . , 7 C Pe 
C Okla. Natural Gas 2.00 5.6 Dec. Re 
S Pacific Lighting 3.00 5.7 Dec. 2.86** 
C Pacific Pub. Service 1.00 6.7 Dec. 2.08 3.21 Transi 
S Peoples Gas L.& C....... 6.00 44 Sept. 11.76 9.85 : 9 a 
C_ Rio Grande Valley 12 6.0 Dec. .20 21 0 Gi 
O Rockland Gas 1.70 5.3 Dec. 2.73 3.36 0 D 
O Southern Union Gas 80 3.8 June 153PF — . 0 D 
O Southwest Nat. .20 3.3 Sept. 33 31 7 ' 0K 
S United Gas 1.00 5.6 Dec. 143 = 1.71 . D Li 
S Washington Gas Light .... 1.50 6.0 Dec, 168 1.69 S$ N 
Averages 5.3% 4 
Natural Gas—W holesale and Pipeline oF 
S American Natural Gas .... 31 $1.20 3.9% Sept. $1.71 $ .33 § T 
S_ El Paso Nat. Gas 1.20 44 Nov. 1.83 2.35 2 
O Interstate Nat. Gas 2.00 6.5 Dec, 2.03 1.71 0 U 
O Mississippi Riv. Fuel 2.00 5.3 Sept. 2.48 — 
O Mountain Fuel Supply .... 60 2.7 Dec. 91 94. D3 
S Northern Nat. Gas 1.95 5.0 Sept. 2.74** 2.42** 13 , ¥ 
S Panhandle East. P. L. 200 47 Dec. 2.54 2.35 . = 
O Republic Natural Gas 1.00 2.5 June 3.03 2.72 11 
S Southern Nat. Gas 2.00 5.4 Sept. 3.00 2.76 9 S 
O Southern Production _ _ June 37 =6.28—S— 32 0 } 
O Southwest Gas Prod. -- Dec. 47 14 236 
O Tenn. Gas Trans. 30 1,40&Stk.4. 7 Dec. 1.65** 1.27** 30 0 I 
O Texas East, Trans. ....... 64%Stk. — Dec. 158 1.18 34 120 0 ¢ 
Averages 44% : 
Manufactured Gas—Retail 01 
C_ Bridgeport Gas $1.40 5.6% Dec. $1. -. $1.69 0 | 
O Brockton Gas Lt. 1.00 5.3 Dec. 00 0} 
S_ Brooklyn Union Gas ...... 2.00 5.3 Dec. 4. 2 21 0 | 
O Hartford Gas 2.00 5.6 Dec. 1.85 10 0 
O Haverhill Gas Lt.......... 1.80 6.7 Dec. 2.23 54 0 
O Jacksonville Gas 1.40 44 Dec. 6.06 5.64 a3 
O New Haven Gas Light .... 1.60 5.5 Dec. 1.76 1.77 0 
O Providence 60 6.0 Dec. 73 64 0 
O Seattle Gas 35 2.5 June 1.01 A4 0 
O South Jersey Gas -- a Dec. Al 38 0 
S United Gas Improvement . 1.30 4.5 Sept. 189 2.00 0 
5.1% 
D—Decrease or deficit. E—Estimated. S—New York Stock Exchange. C—Curb Exchange. <a 
O—Over-counter or out-of-town exchange. PF—Pro forma, #—Nine months ended Septem- 
ber 30, 1949. **Earnings are based on present number of shares outstanding. +—Seven months cou 
ended July 31st. = 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


2/21/50 Indicated -Share Earnings 
Price Dividend = ox. 12 Mos. Cur. Prev. GIn 
About Rate teld Ended Period Period crease 
Telephone Companies 
Bell System 
S Amer Few & FA, .. 000-0 : : Dec.  $9.22**$8.80** 5% 16.3 
Cinn. & Sub. Bell Tel. .... ‘ . Dec, 480 3.76 28 154 
C Mountain Sts. T. & T. .... ! " Dec. 6.55 830 D21 
C New England Tel. ........ 3 ‘ Dec. 7.19 459 57 
§ Pacific Tel. & Tel. : , Dec. 6.73* 681* D1 
0 So. New Eng. Tel. ...... i f Dec. 2.22 94 = =136. 


Averages 


Independents 
¢ Associated Tel. A 
5 General Telephone 
Peninsular Tel. 
) TOGNEE BME. os ce ccce ces 


Transit Companies 

0 Chicago S.S. & S.B, ...... 
ie SS eee 
0 Dallas Ry. & Term. ...... 
0 Duluth Sup. Trans, ...... 
0 Kansas City Pub. Ser. .... 
0 Los Angeles Transit 

S$ Nat'l. City Lines 

0 Phila, Transit 

0 St. Louis Pub. Ser. A .... 
0 Syracuse Transit 

§ Third Ave. Transit 

$ Twin City Rapid Tr. .... 
0 United Transit 
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Water Companies 

Holding Companies 
S Amer. Water Works ...... $ .60 
O N. Y. Water Service 2.00 


Operating Companies 
0 Bridgeport Hydraulic .... $1.60 
O Calif. Water Serv. ....... 2.00 
0 Elizabethtown Water : 6.00 
S Hackensack Water 1.70&25% Stk. 
0 Indianapolis Water 7 80 
0 Jamaica Water Supply .... 
0 Middlesex Water 
0 New Haven Water 
0 Ohio Water Serv, ........ 
O Phila. & Sub. Water 
O Plainfield Union Wt. ..... 
O San Jose Water 
O Scranton-Spring Brook .... 
O Southern Cal. Water 
O Stamford Water 
O West Va. Water Serv. .... 


Averages 


D—Deficit. E—Estimated. S—New York Stock Exchange, C—Curb Exchange. O—Over- 
counter or out-of-town exchange. *Based on average number of shares outstanding. **Based 
on present number of shares now outstanding. PF—Pro forma. 
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Sept. $ 82 $ .74 11% 12.2 
Sept. 749 289 159 128 
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Dec. $1.62* $1.65* D2% 21.0 
Dec. 2.59 2.48 4 120 
Dec. 689 733 D6 15.2 
Dec. 3.35 2.79 20 «13.1 
Dec. 1.42 1.19 19 
Dec. 2.27PF — — 
Dec, 494 5.71 D13 
Dec. 3.34 8 
Sept. 2.31 D113 
Dec, 2.70 11 
Dec. 4.74 6 
Dec. 2.78 — 
Sept. 87 D5 
June 542 D3 
Dec. 227. 23 
Dec. 1.39 7 
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@) = What Others Think 


Regulation 


N hearings recently held in Washing- 
ton before the Subcommittee on 
Petroleum and Federal Power of the 
House Committee on Interstate and 
Foreign Commerce, pro and con testi- 
mony was submitted regarding HR 5306. 
This is a bill introduced by Representa- 
tive Crosser (Democrat, Ohio) which 
would bring the regulation of securities 
issued by the natural gas industry under 
the jurisdiction of the Federal Power 
Commission. 

Leading off the testimony in favor of 
the bill was that of Nelson Lee Smith, 
chairman of the Federal Power Commis- 
sion. Commissioner Smith pointed out 
that the securities of the interstate nat- 
ural gas pipelines were not now effective- 
ly regulated by the various commissions 
of the states through which the pipeline 
is passed. He claimed that the Securities 
and Exchange Commission does not 
regulate the securities of the interstate 
pipe-line company except in cases where 
the natural gas companies happen them- 
selves to be holding companies or holding 
company subsidiaries. Smith emphasized 
that there was no attempt being made to 
usurp the local regulatory powers of the 
state commission or the present existing 
authority of the SEC in dealing with nat- 
ural gas securities. 

Smith cited the rapid growth of the 
natural gas pipe-line industry with the aid 
of several charts and then called the com- 
mittee’s attention to the heavy debt ratio 
structures of most of the pipe-line com- 
panies. He then stressed a warning given 
by ex-Chairman Hanrahan of the SEC 
when he said: 


More than a year ago the then chair- 
man of the Securities and Exchange 
Commission pointed to a tendency for 
the capital structures of certain natural 
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gas companies to become top-heavy 
with debt. He sounded a warning 
against the danger of thinning the 
equity to control a very large corporate 
enterprise with a relatively small in- 
vestment in voting stock. While this 
sort of leverage may result in high 
earnings on common stock it may also 
lead to financial hazards in hard times. 
Certainly the proportion of debt which 
may be safely included in the capitali- 
zation of a public utility corporation 
depends upon many factors ; the stand- 
ards of capitalization applicable to one 
industry will not necessarily be ap- 
plicable to another. But regulatory 
scrutiny of matters of this character is 
desirable for the protection, not only of 
investors, but also of consumers who 
are dependent upon the industry for 
adequate service at reasonable rates. 


H® further stated that with large in- 
vestment houses interested in the 
marketing of natural gas securities, they 
are naturally in a position to acquire sub- 
stantial blocks of the voting stock of indi- 
vidual gas companies. In view of this 
there is the possibility that a lack of 
arm’s-length relationship may result in 
the exaction of excessive commissions 
and in an unnecessarily high cost of 
money to the borrower. .In this connec- 
tion he referred to competitive bidding as 
affording the best protection where the 
circumstances are appropriate. 

The Federal commissioner then cau- 
tioned against having his words inter- 
preted as indicating anything but a very 
healthy financial condition in the natural 
gas industry but indicated that without 
effective security regulation there are 
possibilities of unsound practices leading 
to serious public detriment. At this point 
he stated : 
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The history of public utility finance 
shows how easy it is to manipulate 
securities. The electric utility debacle 
of the early thirties is an example of 
what can result from the failure to 
enact timely and adequate preventive 
legislation. That the Securities and 
Exchange Commission has spent the 
fifteen years since the enactment of the 
Public Utility Holding Company Act 
of 1935 in efforts to repair the damage 
done to that industry is evidence of how 
costly and time-consuming curative ac- 
tion can be. 

Manifestly, this is a case where an 
ounce of prevention is truly worth a 
pound of cure. 

Smith recommended amendments 
which he thought would improve the bill 
along the following lines: 


1. Clarify any charges of overlapping 
jurisdiction by the SEC and Federal 
Power Commission — preserving 
SEC’s current réle in regulating hold- 
ing company securities, and 

2. Preserve state interests. This 
would cover the company operating 
wholly within a particular state. Ex- 
emptions would also be granted to 
large companies such as Consolidated 
Edison of New York and Pacific Gas 
and Electric in California where the 
gas sales of these companies—pre- 
sumably subject to the commission’s 
jurisdiction—would be very minor 
compared with the other activities. 
Niagara Mohawk Power Corporation 
and Cincinnati Gas & Electric Com- 
pany were also considered to fall into 
the same category. 





Arguments against Natural Gas Security Regulation 
le before the House subcom- 


mittee in opposition to HR 5306, 
representatives of the industry stressed 
their arguments as to why the legislation 
was not needed. 

Scott Hughes, chairman of the legal 
committee of the Independent Natural 
Gas Association of America, testified 
against the measure. He stated that in 
spite of a splendid financial record, the 
proposed bill (HR 5306) would impose 
upon the natural gas companies, regula- 
tion which would completely substitute 
the judgment of the Federal Power Com- 
mission for that of management and the 
state authorities in matters of finances 
and the operations of such companies. 
Hughes supported his observations with 
claims that (1) existing Federal regula- 
tion was adequate and (2) existing state 
regulation was also adequate. 

Hughes pointed out that the Federal 
Power Commission already exercises 
broad regulatory powers over the 
finances of natural gas companies. As an 
example, he cited the case of a company 
being required to obtain a certificate of 
public convenience from the commission 


when construction facilities were con- 
templated. The commission at that time 
could determine whether or not the 
financing of the project is in the public 
interest. Hughes also claimed that the 
commission could well exercise a con- 
tinuing jurisdiction over the rates and 
services of a natural gas company. In so 
doing, it could prescribe safeguards for 
the preservation of its initial authorizing 
regulation which would take into con- 
sideration intermediate refinancing. 

On the subject of adequate state regu- 
lation, Hughes itemized the activities of 
the various state commissions in connec- 
tion with natural gas security regulation 
and the regulation of the industry’s ac- 
tivities in general. Regarding state versus 
Federal regulation in the gas field, the 
gas executive stated : 


The proposed legislation cannot be 
construed to fill any gap between state 
jurisdiction on the one hand and Fed- 
eral jurisdiction on the other. In its 
present form, the bill would exclude 
state jurisdiction and create an un- 
necessary paramount Federal control. 
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“OH, THAT IS OLD COPPERMOUTH SHOWING OFF AGAIN!” 


It would obviously eliminate state con- 
trol and jurisdiction in important par- 
ticulars contrary to the basic philoso- 
phy of the Natural Gas Act. It has 
been repeatedly recognized by the 
Supreme Court of the United States 
that the “Natural Gas Act did not en- 
visage Federal regulation of the entire 
natural gas field to the limit of consti- 
tutional power. 

“Rather it contemplated the exercise 
of Federal power as specified in the act, 
particularly in that interstate segment 
which the states were powerless to 
regulate because of the Commerce 
Clause of the Federal Constitution. 


Power Commission v. Panhandle East- 
ern Pipeline Co. June 20, 1949.) It has 
been aptly stated that “the key to an 
understanding of the Federal Natural 
Gas Act is its purpose to supplement 
but not supplant state regulation” ; and 
that “Congress meant to create a com- 
prehensive scheme of regulation that 
would be complementary in its opera- 
tion to that of the states, without any 
confusion of functions.” (Per Mr. 
Justice Jackson in Federal Power 
Commission v. East Ohio Gas Co. et al. 
January 9, 1950.) 


). a> gas industry representative, 
L. Dan Jones, attorney for the In- 
dependent Petroleum Association of 
America, recommended that no action be 


The jurisdiction of the Federal Power 
Commission was to complement that of 
the state regulatory bodies.” (Federal 
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taken on the Crosser Bill (HR 5306) at 
this time. He recommended that action 
be delayed until the confusion surround- 
ing the jurisdictional status of producers 
and gatherers under the Natural Gas Act 
be clarified by legislation. Jones cited in 
his testimony that in view of the Harris 
Bill (HR 1758) passed by the House, 
which would exempt “arm’s-length” pro- 
ducers of natural gas from regulation 
under the Natural Gas Act, and several 
other bills now pending in Congress deal- 
ing with amendments to the Natural Gas 
Act, action on the Crosser Bill should be 
held up until it was determined just who 
would be subject to the bill. 

Discussing the Crosser Bill, the at- 
torney noted that the bill would cover 
both public and private financing since 
the term “security” is not defined. 
Furthermore, Jones saw in the Crosser 
Bill restrictions, “elements entirely in- 
consistent with the normal operations of 
the oil and gas business.” He listed them 
as those: 


1. Which would involve delay. 

2. Which would involve divulging 
information which either would nullify 
or destroy the value of the business 
venture the producer or gatherer was 
endeavoring to consummate. 

3. Which would adversely affect the 
producers’ and gatherers’ marketing 
outlets by hampering the freedom of 
operations of interstate purchases of 
gas. 

If the measure were adopted Jones 
could see its operations—namely, the 
commission substituting its judgment 
and responsibility for that of the producer 
and gatherer —as resulting in the de- 
struction of the individual initiative so 
essential to the oil and gas business. In 
this respect it would be extremely dis- 
ruptive of normal or long-established 
methods of operations, and as a result 
would be against the best interests of the 
industry and the consuming xX 

—D.T.B. 





Teacup Furnace? 


HE possibility of a furnace no larger 
than a teacup and capable of heat- 
ing an average-sized house was one of 
the wonders of science disclosed by 
Charles E. Wilson, president of General 
Electric Company, before a recent annual 
meeting of the Baltimore Association of 
Commerce. The vigorous electric com- 
pany executive described the accomplish- 
ments of the past half-century and pre- 
dicted greater progress in the next. Mr. 
Wilson remarked that in the typical coal- 
burning boiler of a half-century ago there 
was an energy release of 40,000 heat 
units an hour for every cubic foot of 
combustion space. By way of contrast in 
modern gas turbine-combustion cham- 
bers, 20,000,000 units of heat energy are 
produced an hour for every cubic foot 
of space. And in rocket motors the num- 
ber of heat units produced per hour ex- 
ceeds 2.5 billion units. 
Five pounds of coal would be required 
to produce one kilowatt hour of electric 
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energy in the original turbines but the 
modern turbine produces the same 
amount of power, using less than seven- 
tenths of a pound of solid fuel. 

Commenting on his recent appearance 
before a congressional committee investi- 
gating monopolies, Mr. Wilson charac- 
terized such hearings as “an excellent 
thing for all of us, government and busi- 
ness and public.” He termed these 
hearings a “characteristically American 
device,” and saw in them nothing to fear 
so long as “we are honest men with 
nothing to hide.” 


ENERAL Evectric CoMPANY has 
taken the testimony given by Mr. 
Wilson before the monopoly committee 
and that of Dr. C. G. Suits, vice presi- 
dent and director of research laboratory 
for General Electric, and combined them 
in a noteworthy 63-page presentation. 
Both Mr. Wilson’s formal statement and 
his testimony in response to questions by 
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the committee appear in a very readable 
form. The testimony of Dr. Suits is 
accompanied by several plates which 
were shown at the hearings and served 
to illustrate the remarkable progress 
made and in the making at General 
Electric laboratories. 

Of special interest to utility men 
should be the data on advanced turbine 
development using steam, mercury, and 
gas. Other GE developments in electron 


“YOU PEOPLE HAVE BEEN SO SLOW DELIVERING THIS CABLE ORDER FOR 
MY BOSS, I THINK I'LL HAVE YOU WRAP IT AS A GIFT” 


tubes and electric light bulbs were also 
noted. Mr. Wilson supplemented his 
formal statement with references to 
statements of several witnesses who pre- 
ceded him before the committee with 
testimony critical of General Electric and 
answered the specific assertions by others 
with “the facts” as seen by General Elec- 
tric. 

Other phases of Mr. Wilson’s testi- 
mony touched on General Electric patent 
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licensing policies, government procure- 
ment policy, availability of risk capital, 
and a special section devoted to the dis- 
cussion of a pamphlet written by T. K. 
Quinn, entitled “I Quit Monster Busi- 


ness.” The General Electric top execu- 
tive pointed out conflict between Quinn’s 
testimony, his pamphlet (noted above), 
and his book Liberty, Employment, and 
No More Wars. 





Coal Research Program Terminated 


HE Pittsburgh Consolidation Coal 

Company has announced the termi- 
nation of its 13-month experiment car- 
ried on to study and develop the fluidized 
process as applied to the gasification of 
coal. These experiments were conducted 
in conjunction with the Standard Oil 
Development Company. 

The gasification pilot plant, which op- 
erated around the clock seven days a 
week with few interruptions, was used in 
the program which included the testing 
of a particular fluidized gasification proc- 
ess during long periods and over a wide 
range of operating conditions. The opera- 
tions included the making of producer 
gas in air-blown operation, and produc- 
tion of good quality synthesis gas when 
feeding steam and oxygen into the 
reactor. 

Initial operation with ground “Disco” 
was followed by feeding Pittsburgh seam 
bituminous coal. Gas produced from the 
fluid bed near pilot plant is free of tar, in 
contrast with gas made by other methods 
directly from coal. 

Although the pilot plant operations 
have been terminated, engineers of both 
companies will continue to work over the 
mass of data collected during these opera- 
tions. 

While some problems remain un- 
solved the results in the main have been 
definitely pleasing and encouraging. The 
remaining problems are such that they 
will require study on a laboratory scale, 
and this work is going forward. 


Three factors have figured in the 
decision to terminate operations: 


(1) In the period since 1947, when 
the joint plans of the two companies 
were first announced as looking to- 
ward synthetic gasoline, significant 
changes have occurred in the national 
fuel picture. Adequate supplies of 
crude petroleum account for the fact 
that there is neither the market de- 
mand nor the economic incentive to 
warrant large-scale effort now for 
early commercialization of the project. 

(2) The increasingly unsettled 
aspect of coal costs has to a great 
extent discouraged the effort. For ex- 
ample, in the conversion process, coal 
itself would account for 50 per cent of 
the total direct operating costs. The 
company sees any new increase in the 
cost of producing coal as pushing 
farther away the day when large-scale 
conversion of coal can be accomplished 
economically. 

(3) Another important factor af- 
fecting long-range plans for commer- 
cialization of this process are the fre- 
quent interruptions in the supply of 
coal. 


In the face of these obstacles the com- 
pany has, however, found it advisable to 
continue large-scale exploratory research 
in this coal conversion field and has even 
increased the appropriations for this re- 
search work toa figure much greater than 
its budget for this type of work in 1949. 





New England Water-power Facts Augmented 


versial stir in the staid New England 
countryside regarding the pros and cons 
of additional development of the New 
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VER since the much postponed New 
England Democratic conference was 
first scheduled, there has been a contro- 


381 





PUBLIC UTILITIES FORTNIGHTLY 


England water-power potential. Repre- 
sentatives of the Department of Interior 
and the Federal Power Commission have 
sallied forth into the traditionally con- 
servative areas and boasted of being able 
to bring under control, vast untapped 
sources of water power from the many 
rivers in that section of the country. 

The Federal Power Commission con- 
ducted a preliminary survey which esti- 
mated 3,119,000 kilowatts—which sur- 
vey was cited by many public power 
advocates as a basis for serious consid- 
eration of Federal development in the 
area. 

The New England Council coun- 
tered with a survey resulting in a much 
more conservative figure of a water- 
power potential amounting to 500,000 
kilowatts of capacity. This survey was 
conducted by an independent Boston firm 
of consulting engineers. 

A short time ago the Providence 
Journal Bulletin, seeing the need for the 
fullest possible information on the sub- 
ject, sent its financial editor, George 
H. Arris, into the field with a staff of 
engineers and published the results of 
his findings in a series of ten factual 
articles on the subject. 


These ten articles, complete with sta- 
tistics and charts, plus photographs of 
some of the existing installations, have 
been combined in a 26-page booklet 
recently published by the newspaper. 


HE need which motivated the under- 

taking was, according to the editorial 
comment, one of finding and producing 
“FACTS, FACTS, and FACTS.” It is 
more or less a complete compilation of 
the entire New England picture inas- 
much as Mr. Arris makes constant refer- 
ence to the companion FPC and New 
England Council survey efforts and can 
well serve as an up-to-the-minute treatise 
on the much debated subject. Engineers 
assisting Arris in this survey arrived at 
the conclusion that there was no more 
than 1,084,775-kilowatt capacity of de- 
velopment by standards of engineering 
practicability. 

The controversy is one which has yet 
to be settled and with the status of the 
political conference — originally sched- 
uled to discuss this subject — still un- 
settled, this effort of the Providence 
newspaper may become an important 
factor in a final solution of the New 
England water power topic. 





Notes on Recent Publications 


Gas Asstracts ENTER S1IxtH YEAR. With 
the January, 1950, issue, Gas Abstracts en- 
tered its sixth year of providing comprehen- 
sive digests of the current literature bearing 
on the problems of the gas industry. Pre- 
pared by the Institute of Gas Technology, 
Technology Center, Chicago, Gas Abstracts 
is the only publication so serving the gas 
industry today. More than 80 journals are 
surveyed each month for pertinent informa- 
tion and selected articles are abstracted by 
specially qualified institute staff members. 
Author and subject indexes are prepared 
annually, so that Gas Abstracts becomes an 
indexed yearly record of gas industry de- 
velopments reported in the literature or 
patents. Binders are supplied to preserve each 

- yearly volume for permanent reference. Gas 
Abstracts is supplied to the institute’s asso- 
ciate member companies and contributors 
without charge and is available to others 
at an annual subscription fee of $15. 

The author and subject indexes to Volume 
5, 1949, are in an advanced stage of prepara- 


tion and will be distributed shortly. A limited 
number of copies of Volume 5 are available. 


Tue Exectric Power Inpustry. Past, Present, 
and Future. A more permanent record of this 
important compilation of the facts and ac- 
complishments of the electric power industry 
is now available in bound book form. The 
data, originally presented in the seventy-fifth 
year anniversary edition of the Electrical 
World (May 21, 1949), cover many fields 
of interest to the utility man. Technical and 
industry organizational problems are dis- 
cussed at length in forty-one articles by 
competent members and observers of the in- 
dustry. The chapter headings are as follows: 
Power Stations; Station Generation; Trans- 
mission; General System Techniques; Dis- 
tribution; Maintenance and Metering; Use 
of Electricity—Organization and Regula- 
tion; and Industry Organizations. THE 
Eectric Power Inpustry. Past, Present, 
and Future. McGraw-Hill Book Company. 
178 pages. Price $3.50. 
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Events 


In General 


Census to Gather Electrical and 
Gas Information 


ENSUS takers are scheduled to gather 
> information that will be of interest 
to the gas and electric utility industries, 
ascertaining information from house- 
holders on such items as heating equip- 
ment and fuel used, electric lighting, type 
of refrigeration, radio and television sets 
installed. In addition, farmers will be 
asked to report whether they have elec- 
tric water pumps, electric water heaters, 
home freezers, electric washing machines, 
electric chicken brooders, or electric feed 
grinders. Information collected will be 
confidential as to individual identities 
and will be published only in anonymous 
tables, Census Bureau officials say. 


Farm Bureau Endorses Co-op 
Taxation 


Te American Farm Bureau Federa- 
tion favors Federal taxation of part 
of the profits of farm codperatives, ac- 
cording to James Daniel, syndicated 
writer for the Scripps-Howard papers. 
In a signed article of February 28th, 
Daniels said in part: 


Breaking ranks with other farm or- 
ganizations, the powerful federation 
told the tax-writing House Ways and 
Means Committee it believed co-ops 
should pay income taxes on profits 
which they did not return or assign 
to their patrons. 

Such a policy would affect approxi- 
mately half of the nation’s 10,000 farm 
cooperatives. These are the co-ops 
which claim full statutory tax exemp- 
tion, including the privilege of build- 
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ing up cash reserves not treated as the 
property of patrons. 

Donald Kirkpatrick, chief counsel 
for the Farm Bureau Federation, said 
his organization was “unalterably and 
aggressively” opposed, however, to 
applying the Federal corporation tax 
to profits which were distributed or 
“clearly” assigned to patrons. Such 
profits, he said, were really rebates and 
belonged to the patrons. 

The federation’s testimony caused 
a stir among the witnesses gathered 
to oppose a drive by the National Tax 
Equality Association to have all co-op 
profits taxed at the same rate as or- 
dinary corporation earnings. This rate 
is 38 per cent after $50,000. 


Says TVA Power Earns Four 
Per Cent 


oo Kenneth McKellar (Demo- 
crat, Tennessee) recently placed in 
the Congressional Record a statement by 
Tennessee Valley Authority Chairman 
Gordon Clapp, designed to show that 
TVA has earned about 4 per cent on its 
power system investment. 

Chairman Clapp reported that TVA’s 
net earnings in 1949 totaled $21,479,000, 
reflecting a return of 5 per cent. A higher 
rate of return, he said, was made in 1947 
when it was 54 per cent. He added that 
by June, 1950, TVA cumulative pay- 
ments into the Treasury will total about 
$54,200,000. 

This amount, Clapp continued, con- 
sists of $16,000,000 for bond retirements, 
$29,100,000 from power earnings, and 
$9,100,000 from nonpower sources. He 
also said that power revenues through 
June, 1949, totaled $367,000,000. 
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Of this amount, Clapp stated, $155,- 
000,000 was used for power system op- 
erations, $18,000,000 for in lieu of tax 
payments to state and local governments, 
and $6,000,000 as interest payments to 
the Treasury and the Reconstruction 
Finance Corporation. 

Continuing, he said cash earnings 
reached $212,000,000 and were used as 
follows: purchase of additional equip- 
ment, $159,000,000 ; for payments to the 
Treasury, $39,600,000; and for power 
system inventories, $7,600,000. 


Incorporate for Southeastern 
Resources Development 


oo Southeastern Resources Devel- 
opment Association, with headquar- 
ters in Birmingham, Alabama, was re- 
cently incorporated for the purpose of 
“discovery, development, improvement, 
beneficial use, and conservation of the 
soil, water, and other resources of the 
southeastern states.” Trustees named are 
from Alabama, Georgia, Mississippi, and 
Florida. 

P. O. Davis, director of extension 
service at Alabama Polytechnic Institute, 
was named president of the new organ- 
ization. He said one of the main items 
planned for the association is “pushing” 
the development of southeastern rivers to 
provide additional electric power for the 
region. 


Television Production Mounts 


{. ENERAL ELeEctric currently is turn- 

ing out 10,000 television sets week- 
ly, about four times the level a year ago. 
Board Chairman Philip D. Reed has 
said the present rate will be increased to 
an amount not now determinable. 

In announcing the GE television pro- 
gram, Mr. Reed also said the company 
expects sales in the initial quarter of 
1950 to equal those of the same period in 
1949. He noted that this would be a 
“mighty good job” as the first quarter of 
1949 was one of the best periods. 


St. Lawrence Hearings 
Postponed 


HE House Public Works Commit- 

tee has announced that hearings on 
the St. Lawrence seaway and power 
project, originally scheduled to begin 
February 27th, have been postponed un- 
til April 24th. The committee said it plans 
to hear proponents for twa weeks and 
then hear opponents for a like period of 
time. In announcing the postponement, 
Committee Chairman Will M. Whitting- 
ton (Democrat, Mississippi) said there 
will be no occasion to repeat the testi- 
mony formerly given to the committee, 
inasmuch as the hearings in 1941 and 
1947 were printed and are available to 
the committee. 


- 
Alabama 


Union Backs Transit Fare Hike 
EVERSING a stand it took several 
weeks ago, the Birmingham Fed- 
eration of Labor, affiliated with the 
American Federation of Labor, recently 
announced its support of a proposed 
transit fare increase being sought by the 


Birmingham Electric Company. Officials 
of the labor organization said the union 
had changed its position after a strong 
case for the 10-cent fare was presented 
to a union gathering by members of the 
Street Railway Employees No. 725 and 
Brotherhood of Electrical Workers No. 
1332. 


7 
District of Columbia 


Electric Company Lends Coal 


|B garnes two of the coldest days of the 
winter and while the bituminous 
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coal crisis was at its climax, the Potomac 
Electric Power Company voluntarily 
loaned 5,000 tons of its stockpile to offi- 
cials of the District of Columbia for dis- 
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tribution among those areas of the city 
where the fuel was most desperately 
needed. 

At the time of the loan, District com- 
missioners (governing body of the capital 
city) had put into effect a rather stringent 
coal rationing system with hospitals, or- 


phanages, and like institutions heading 
the priority list. This had left some resi- 
dential areas and dealers serving them 
without coal supplies. It was to take care 
of this segment that the power company 
offered fuel from its own supply, esti- 
mated at around fifty days. 


oe 
Idaho 


Telephone Rates Upped 


_ a wait of nearly two years, the 
public utilities commission, by a 
2-to-1 vote, has authorized an annual 
rate increase for the Mountain States 
Telephone & Telegraph Company total- 
ing $969,388, effective February 15th. 
In ordering the increase, the commis- 
sion noted that company witnesses con- 
tended the higher rates were necessary 


because demand for telephone service in 
Idaho has increased company plant in- 
vestment from $11,301,000 on December 
31, 1945, to $18,124,000 on June 30, 
1949, 

H. P. Stommel, Idaho manager for 
the company, said action of the commis- 
sion will permit continuation of an ex- 
pansion program that would cost in the 
neighborhood of $6,000,000 within a 
matter of two or three years. 


Illinois 


New Turbogenerator in Service 


HE Public Service Company of 

Northern Illinois recently placed in 
service a new 107,000-kilowatt turbo- 
generator at its plant on the Illinois 
waterway, just south of Joliet, more than 
doubling the plant’s capacity. Installa- 
tion of the new unit, built by Allis- 
Chalmers Manufacturing Company, gives 
the station sufficient capacity to provide 
the electric requirements of a city of 
225,000 population, according to Britton 
I. Budd, president of the company. 


IPC Nears Goal 


HE Illinois Power Company made 
big strides during 1949 toward its 
self-imposed goal of becoming a self-con- 
tained operating utility, supplying its 


own electric generating requirements. In 
his recent annual report to stockholders, 
President Allen Van Wyck said that at 
the 1949 year end the company is now 
generating 74 per cent of its power needs, 
compared with only 9 per cent self-gen- 
erated in 1946. 

Two new 40,000-kilowatt generating 
units, scheduled to go into production.at 
the Havana plant this spring, and a third 
unit set for operation at Wood River 
next October, will permit the company to 
generate 90 per cent of its power needs 
by the end of the present year. 

Construction expenditures in 1949 
totaled $42,000,000, Mr. Van Wyck said, 
noting that they were by far the greatest 
in the company’s history, and greater than 
any for any year in the foreseeable fu- 
ture. He added that 1950 expenditures 
are now estimated at $25,000,000. 


Indiana 


Borrowing Authority Sought 


’ = public service commission has 
set March 17th as hearing date on 
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the petition of the Indiana & Michigan 
Electric Company for authority to make 
a bank loan of $5,000,000 to help 
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finance its current construction program. 

Another petition to be heard by the 
commission during March is the request 
of the Southern Indiana Gas & Electric 


Company that the commission lift its ban 
on the use of natural gas for space heat- 
ing so the company could serve 1,500 
new customers. 


lowa 


Says TV Will Up Utility Load 


Be vee will require about two 
and one-half times the wattage that 
radio now requires, according to J. W. 
Anderson, of Muscatine, a representative 
of the American Public Power Associa- 
tion. Speaking recently before the Iowa 
Association of Municipal Utilities, Mr. 
Anderson said that municipal utility 
plants will have to make preparations for 
this extra load within the next five years. 


Wait Heads Utility Association 


ERLAIN R. Wait, of Coon Rapids, 

has been elected president of the 
Iowa Association of Municipal Utilities, 
succeeding Dr. T. G. Fultz, of Pella. 
Other officers elected for the ensuing year 
were C. C. Eklund, Brooklyn, first vice 
president ; M. D. Geving, Sanborn, sec- 
ond vice president; Glen V. Yarger, 
Waverly, secretary-treasurer; and 
George Schwenneker, Osage, director. 


Minnesota 


Phone Rates Upped 
BB gg rates in 146 Minnesota 


cities, including Minneapolis and 
St. Paul but not Duluth, will he hiked 
25 cents a month on April Ist bills for 
residential telephones, and 50 cents a 
month for business telephones. Excepted 
in the latter classification are “semipub- 
lic” business services. 
Although quoted as asking an over- 


all increase of 18.72 per cent, the North- 
western Bell Telephone Company was 
held down to the permitted figures which 
will, according to the public service com- 
mission, bring an over-all increase of 
8.07 per cent. . 

The commission granted no increase 
in Duluth because, it said, the high op- 
eration cost there is caused by the com- 
pany’s failure to convert to dial operation. 


ae 
New York 


Asks Tax Relief for Bus 
Companies 
BILL to exempt bus companies from 
the gross income tax levied by the 
state at the rate of 2 per cent on the gross 


income of public utilities has been intro- 
duced in the general assembly by Senate 
Majority Leader Arthur H. Wicks (Re- 
publican). A similar bill was vetoed last 
year by Governor Thomas E. Dewey. 


<a 
Oklahoma 


Gas Rate Hearing Planned 


G Ke Federal Power Commission has 
announced it will start a hearing 
March 20th, at Bartlesville, on rate pro- 
ceedings involving the Phillips Petro- 


leum Company. Commission officials 
stated the hearing will be held to deter- 
mine whether Phillips is a natural gas 
company within the meaning of the Nat- 
ural Gas Act, and whether any of its 
rates, charges, or classifications are un- 
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just, unduly discriminatory, unreason- 
able, or preferential in connection with 
any transportation or sale of natural gas 
subject to commission jurisdiction, in- 
cluding sales to Michigan-Wisconsin 
Pipe Line Company. 


The commission said it recently re- 
ceived complaints from the public serv- 
ice commission of Wisconsin and the cor- 
poration counsel for the city of Detroit 
in connection with Phillips’ sales to 
Michigan- Wisconsin. 


Oregon 


Grange Chief Backs CVA 


ORTON TOMPKINS, master of the 
Oregon state grange, recently 
went on record as being in full support 
of a Columbia Valley Administration. 
Speaking before a convention of the 


Oregon Farmers Union, Tompkins urged 
his audience to “close ranks” in support 
of their many common objectives, “in- 
cluding the CVA.” He did not elaborate, 
but said that a CVA offered a unified plan 
of natural resources development for the 
Columbia valley. 


South Carolina 


Columbia Gets Hotter Gas 


FFECTIVE March Ist, the South Caro- 
lina Electric & Gas Company 
changed the heating value of gas supplied 
customers in the Columbia area from 540 


BTU per cubic foot to 950 Bru per cubic 
foot. The public service commission 
granted the company authority to change 
its billing method to correspond with the 
higher heating value of the gas. 


oe 
South Dakota 


Compromise Public Power Bill 
Voted 


AS rejecting the proposal of Gov- 
ernor George T. Mickelson to cre- 
ate a state power authority, a special ses- 
sion of the legislature has passed a con- 
sumers’ power district bill, described by 
several members as a compromise that is 
almost futile. 


The measure authorizes power dis- 


tricts to be set up by majority elections 
in both urban and rural areas; enables 
districts to negotiate sale of bonds im- 
mediately after organizing; permits dis- 
tricts to acquire franchises of firms op- 
erating in their areas without special elec- 
tions; bars districts from retail sales of 
power more than 12 miles beyond their 
established boundaries ; and permits dis- 
tricts to embrace unlimited geographical 
area. 


Texas 


Intrastate Phone Rates to Be 
Investigated 


‘2 house of representatives has 
adopted a resolution to find out 
whether long-distance telephone calls 
within the state cost more than similar 
calls across state boundaries. 
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Representative Bob Casey, of Hous- 
ton, contends interstate tariffs under 
Federal regulation are less than on simi- 
lar calls in unregulated territory. 

In introducing his resolution, Casey 
said that he did not want a regulatory 
measure without first having an investi- 
gation. 
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Virginia 


Utility Tax Proposal Killed 


ae proposals to give all Vir- 
ginia localities authority to levy 
taxes on public utility bills—gas, electric, 
telephone—have been killed by the fi- 
nance committee of the house of dele- 
gates. The bill was one of several that 
had been proposed by an interim state tax 
study commission. 


State Oil and Gas Board 
Established 


HE house of delegates has passed 

and sent to the governor a bill to es- 
tablish a state gas and oil board with 
provisions for regulation of oil well and 
natural gas operations within the state. 
The new body will exercise regulatory 
authority over exploratory and produc- 
tion activities within the state. 


Retain Segregation on Carriers 


HE house of delegates courts of jus- 
tice committee, by an undisclosed 
executive session vote, killed a measure 
by Delegate Armistead L. Boothe of 


Alexandria to abolish racial segregation 
on common carriers and establish a race 
relations commission. 

Virginia laws governing intrastate 
travel require separate railway coaches 
for Negroes, while on busses and street- 
cars they sit in the rear of these vehicles. 


Natural Gas for University City 
ITY Officials believe that an approved 
$275,000 gas improvement bond is- 
sue election set for April 1st has paved 
the way for bringing natural gas into 
Charlottesville by early fall. 

City Manager James E. Bowen, Jr., 
has been authorized to negotiate a con- 
tract for pipe necessary to construct a 
14-mile line from the state’s “University 
City” to the Virginia Gas Transmission 
Company’s line at a point near Free 
Union. 

It is believed that the condition of the 
city’s artificial gas plant is such that a 
failure to obtain natural gas before next 
winter would involve serious risk of a 
breakdown in gas service, unless large 
sums are expended in plant recondition- 


ing. 


Wisconsin 


City’s Plans to Build Hydro 
Plant Killed 


eB state public service commission 
recently rejected the application of 
the city of Spooner to build a hydroelec- 
tric plant on the grounds that the project 
would cost too much and would also 
“ruin” recreation facilities and scenic 
beauty on part of the Namekagon river. 

The commission said cost of production 
of electricity at the project would be at 
least 1.82 cents per kilowatt hour, while 
the city can buy power from the Wiscon- 
sin Hydro Electric Company for 1.47 
cents the kilowatt hour. 

In summary, the commission noted 
that the city’s proposal was not “eco- 
nomically justifiable,” and that it would 
destroy a “unique form of fast-river fish- 
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ing that is rapidly disappearing in the 
state.” 


Says Co-ops Pay Fair Taxes 


eo GENERAL Thomas E. Fair- 
child recently told the Vernon Elec- 
tric Codperative’s annual convention that 
co-ops pay their fair share of taxes. How- 
ever, he did not give in any succinct de- 
tail his reasons for reaching this conclu- 
sion, saying only that members pay the 
tax “as part of their income.” 

Fairchild, who is running for the 
United States Senate, praised the REA 
for its work since 1936. He said that in 
1935 only 10 per cent of Wisconsin farms 
were electrified, but that the percentage 
had grown to more than 90 under the 
aegis of REA. 
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Return Allowance Must Be Supported by Evidence 


A™ presumption that a 6 per cent rate 
of return is just and reasonable is 
a rebuttable one and cannot prevail when 
there is no evidence to suport it. So said 
the supreme court of Vermont in revers- 
ing a rate order of the commission be- 
cause of the absence of evidence on rea- 
sonableness of return. 

The commission had found that newly 
filed rates were not just and reasonable. 
It found a rate base and decided that a 
return on the rate base of 6 per cent was 
just and reasonable. It fixed rates to pro- 
duce that return. 

Although a commission is not bound 
to the use of any single formula or com- 
bination of formulas in determining rates, 
said the court, it is not thereby relieved 
from the duty to disclose the method em- 
ployed to reach the prescribed rates so 
that the validity of its conclusions may 
be tested by judicial review. 

The president of the company had 
testified that a rate of return of 8.6 per 
cent was required for the company to 
carry on its business. He gave reasons 


e 


for his conclusions. Although the com- 
mission was not required to accept this 
figure as the rate of return to be allowed, 
its right to reject the 8.6 per cent return, 
said the court, did not obviate the re- 
quirement that there be substantial evi- 
dence on which to base the conclusion 
that a 6 per cent rate was just and rea- 
sonable. 

An objection that the company had not 
raised the question of confiscation was 
disposed of with the statement that this 
was not necessary to test the validity of 
the findings. The commission is required 
by law to fix reasonable rates. Such rates 
are dependent in amount upon the rate 
of return. Thus the statute, in effect, 
guarantees that rates shall be just and 
reasonable in fact and in law and by 
necessary implication gives the same 
guaranty as to the rate of return on which 
rates are based. The company could in- 
sist upon this right without claiming con- 
fiscation. City of Newport et al. v. New- 
port Electric Division of Citizens Utili- 
ties Co. (No. 1759) 70 A2d 590. 


Base Rate Telephone Areas Need Not Conform 
With City Limits 


"re Arkansas commission, after an 
investigation of the policy of South- 
western Bell Telephone Company in es- 
tablishing and revising base rate areas, 
concluded that it would be unsound regu- 
latory procedure for the commission to 
require the company to make its base 
rate areas conform to corporate limits in 
all cities. 

The question of what territories should 
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be included within the initial or base rate 
area has been the subject of continuous 
evolution for years. Even early tariff ar- 
rangements were made with a view to- 
ward requiring subscribers whose sta- 
tions were located beyond the densely 
populated areas to absorb the additional 
cost of service. Although the base rate 
area has often coincided with corporate 
limits, this has not been universally the 
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case, said the Arkansas commission. 

The company has recognized that oc- 
casionally a municipality may permit the 
annexation of territory which is sparse- 
ly populated. In such cases, application 
of the company’s “density policy” has 
compelled a divergence between the base 
rate area boundary and the corporate 
limit boundary. Likewise, in some cases, 
municipalities have failed to annex con- 
tiguous territory which was densely 
populated. When that situation devel- 
oped, the application of the “density 
policy” required the inclusion of the 
territory within the base rate area even 
if it was not within the corporate limits. 

The company had been following the 
practice of billing subscribers retroac- 
tively for a mileage charge when an error 
was discovered. Likewise, when a sub- 


scriber was found to have been errone- 
ously billed for a mileage charge, the com- 
pany had refunded the overpayment. The 
commission disapproved of retroactive 
billing. It said that the burden should be 
upon the company to bill subscribers for 
such mileage charge as may be owed at 
the proper time, or at least within a rea- 
sonable period thereafter. It was said to 
be unreasonable to expect a subscriber to 
determine whether he owed a mileage 
charge or not. 

The commission decided that the com- 
pany should make no retroactive billings 
for mileage charges on a date more than 
thirty days after such charges accrue, un- 
less failure to render the proper billing 
is due to the wilful misconduct of the sub- 
scriber. Re Southwestern Bell Teleph. 
Co. (Docket No. U-412). 


©) 


Pipe-line Company Partially Reimbursed for Expense of 
Distributing Impounded Funds 


ce United States Court of Appeals 


ruled that the Panhandle Eastern 
Pipe Line Company was entitled to be 
partially reimbursed out of undistributed 
revenues of an impounded fund for the 
expenses incurred in distributing the 
fund to ultimate consumers. The fund 
had been impounded under an order stay- 
ing a rate reduction order of the Federal 
Power Commission. The court believed 
that it had the power to provide for the 
reimbursement if that was the equitable 
and just thing to do. 

The court stated that, in granting a 
stay order in a rate case, it is sound 
judicial policy to require the company 
seeking it to pay all of the necessary ex- 
penses of distributing the impounded 
fund, if that becomes necessary. But the 
justification which the company had for 
challenging the rate reduction order, the 
harm resulting from the granting of the 
stay, the reasonableness of the expenses 
imposed upon the company, and the abil- 
ity of the company to pay them without 
undue hardship, were some of the factors 
considered in determining the propriety 
of providing for reimbursement. 

The court stated that it must be re- 


membered that commission orders are 
clothed with a presumption of validity 
and that the granting of stays of rate re- 
duction orders should be the exception 
rather than the rule. A utility challeng- 
ing such an order, when it applies to the 
reviewing couii for a stay and asks that 
rates found to be excessive be kept in 
effect, takes a calculated risk. It should 
be prepared, if it loses, to bear at least 
some substantial portion of the costs and 
expenses resulting from the stay. The 
court concluded that, while it would not 
be justified in granting the company’s 
motion for complete reimbursement of 
the expense of distribution of the fund 
to ultimate consumers, it would be equi- 
table and just to lessen the burden of ex- 
pense to some extent. It allowed one-half 
but not full reimbursement. 

Circuit Judge Riddick dissented on 
the ground that the equities in favor of 
the pipe-line company required full re- 
imbursement. He believed that to award 
less than all tended to impose upon the 
pipe-line company a penalty for having 
resorted to the court for final determina- 
tion of the validity of the Federal Power 
Commission order which was said to be 
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questionable at the time it was made. 

Judge Riddick thought this would be 
particularly unfair since the rights of all 
who claimed or who became entitled 
to share in the fund had been fully satis- 
fied free of expense or charge. He felt 
that the company should at least be al- 


lowed reimbursement for its full expense 
of distribution to the ultimate consumers, 
although it had no equitabie right to re- 
imbursement for the expense of im- 
pounding and managing the fund. Pan- 
handle Eastern Pipe Line Co. et al. v. 
Federal Power Commission et al. 


“Pay As You See” Television Approved for 90-day Test 


TS Federal Communications Com- 
mission granted a broadcasting com- 
pany’s application for authority to con- 
duct “Phonevision” tests on a limited 
commercial basis. “Phonevision” is a sys- 
tem of subscription television in which 
television set owners receive first-run 
movies on their home receivers. 

A jittery picture transmitted from the 
studio and capable of being picked up on 
any television set can be unscrambled and 
received the same as other television 
broadcasts by requesting the telephone 
operator to allow the key signal to reach 
the set. As soon as the request is received 
at the telephone exchange and the key 
signal is sent out, the picture becomes 
clear. 

A charge, tentatively established at 
one dollar, for this service is added to the 
subscriber’s telephone bill. 

The majority of the commission ap- 
proved the petition, provided that the 
service was limited to 300 subscribers in 
the Chicago area. The commission ex- 
pressly reserved the right to decide at a 
later hearing whether “Phonevision” was 
in the public interest and whether it was 
a broadcast service, a common carrier 
service, or some other classification. 

The commission instructed the radio 
corporation to avoid any action which 
might create the impression in the mind 
of any person or persons that the service 
had been authorized on a regular basis or 
that the fact that the commission had ap- 


proved the test indicated that the princi- 
ple of “Phonevision” or subscription tele- 
vision had been subscribed to. 

Commissioner Webster, in dissenting 
from the majority opinion, pointed out 
that these tests, despite their limited na- 
ture, may be the first step toward the in- 
troduction of subscription television and 
radio into the traditional American sys- 
tem of free broadcasting. He contended 
that a public hearing should be had be- 
fore the first move toward a change in 
this system is taken. 

A second objection to the proposal was 
based on the fact that the frequency to 
be used for the service was not available 
under commission rules for experimental 
broadcasting. 

The commissioner continued by point- 
ing out that in television as in radio the 
assignment of frequencies should be in 
accordance with a general plan and not 
on a case-to-case basis. He offered the 
mobile radio field as an example of what 
can happen if experimental authoriza- 
tions are granted without public hearing 
and without considering over-all policy. 
In mobile radio, he said, new services 
have developed “like Topsy” in portions 
of the radio spectrum not necessarily best 
suited for final allocation to them. The 
approval of this application, the commis- 
sioner concluded, might be the first step 
in the devlopment of the same situation 
in television. Re Zenith Radio Corp. 
(KS2XBS) (Docket No. 9517). 


CAB’s Revocation of Registration without Hearing Reversed 


pending its air carrier registration was 
granted by the circuit court of appeals 
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N airline’s petition for review of a 
Civil Aeronautics Board order sus- 
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for the District of Columbia. The board 
had suspended the carrier’s registration 
without notice or hearing pursuant to a 
board regulation permitting “immediate 
suspension” and pursuant to the words 
“suspended or revoked at any time” 
which appeared in the letter of registra- 
tion. 

The court ruled that the CAB order 
was invalid as denying due process of 
law, since suspension would destroy the 


ve 


investment and valuable business prop- 
erty of the carrier. 

The court pointed out that the board’s 
authority to suspend without a hearing 
was limited to emergencies affecting safe- 
ty and that the government cannot make 
a business dependent upon obtaining a 
permit and then make an unconstitutional 
requirement a condition to the grant of 
the permit. Standard Airlines, Inc. v. 
Civil Aeronautics Board, 177 F2d 18. 


Discontinuance of Trains Not Dependent on Other 
State’s Decision 


ye Colorado commission author- 
ized a railroad to discontinue cer- 
tain passenger trains which had been op- 
erated at a substantial loss in the preced- 
ing year, when it appeared that the loss 
would be greater in the present year. 

A request by shippers that the com- 
mission suspend decision in the matter 
until the supreme court of another state 
decided an appeal from a decision of that 


state’s commission on the operation of 
the same trains in the other state was de- 
nied. The commission considered itself in 
no way bound by the decision of that 
court and declined to recognize its find- 
ings, since none of the evidence intro- 
duced in the other forum had been 
brought to its attention. Re Chicago, B. 
& QO. R. Co. (Application No. 10097, 
Decision No. 34024). 


= 


License Fee Paid to Parent Telephone Company 
Allowed As Operating Expenses 


g i Nevada commission, in prescrib- 
ing increased telephone rates, al- 
lowed a fee paid to the parent telephone 
company under a license contract as an 
operating charge. The fee was equal to 
one per cent of the company’s gross reve- 
nues. This allowance was protested on 
the ground that no evidence had been 
submitted as to the actual cost of the 
services furnished under the contract and 
that no payment in excess of the reason- 
able cost or reasonable value of the serv- 
ices should be allowed. 

The commission, noting that the fixed- 
percentage-of-revenue basis for the li- 
cense fee has been under fire for a num- 
ber of years in many commission cases, 
stated that the time and expense of de- 
termining actual cost to the parent com- 
pany of services rendered to its affiliate 
could hardly be justified. It recognized, 
however, that every telephone company 
requires men of skill in engineering, eco- 
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nomics, accounting, maintenance, and 
similar problems. Services from the par- 
ent company are the result of the most 
skilled men, with large staffs and a great 
fund of information on which to draw. 
It found that the fee involved was not ex- 
cessive and that by reason of receiving 
these services the local company was re- 
lieved of employing all the men for the 
various skills required. 

A ratio of one-eighteenth of operating 
expenses, exclusive of depreciation and 
taxes, was considered ample as working 
cash capital. It had been contended that 
in view of the large amount of accrued 
taxes which had been received from rate- 
payers, the company was entitled to no 
working cash in its rate base. The com- 
mission rejected this argument, stating 
that for it to condone such a practice 
might have a disastrous effect upon the 
company’s operations in adverse times. 

It pointed out that in order to carry on 
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its business, the company was required to 
keep a minimum deposit in banks for 
wage payments, local agents’ accounts, 
and general disbursements. These dol- 
lars, it said, are not fluid dollars that can 
be offset by tax money, since access to 
these funds is in the hands of others than 
just the treasurer of the company. He is 
responsible for keeping intact tax dollars 
collected. 

The commission accepted a return of 
6.4 per cent for a test period as being 
sufficient to allow the company a return 
for the future of 5.8 per cent. This was 
considered fair and reasonable. In arriv- 
ing at this figure, the commission adopted 
the combination of 40 per cent debt ratio 
at 34 per cent, and earnings on a capital 
stock structure at 8.5 per cent. 

Commissioner Alfred Merritt Smith, 
in a dissenting opinion, said that while 


State Fails to Block 
"ha state of Iowa unsuccessfully 


petitioned the United States Court 
of Appeals to reverse an order of the 
Federal Power Commission granting a 
power project license to First Iowa Hy- 
dro-Electric Codperative. The contention 
that the commission acted improperly in 
failing and refusing to consider the laws 
of the state of Iowa was rejected. The 
court held that the Federal Power Act 
does not require the commission to com- 
pel an applicant for a power project li- 
cense to produce evidence of compliance 
with all of the applicable laws of the state 
before a license may be granted. 

While the commission may properly 
consider whether an applicant for a li- 
cense can comply with state laws, if any, 
relating to a proposed power project, it 
is not compelled to do so. The commis- 
sion may license the project and let the 
licensee take his chances of being able 
to comply with state laws, or such of 
them as have not been superseded by the 
Federal Power Act. 

The order granting the license was 
claimed to be invalid because the project 
was not shown to be economically feasi- 
ble. The court pointed out that the com- 
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the company was entitled to offset the 
violent additions to its costs and the sub- 
stantial increase of capital invested to 
meet the postwar demand for service, it 
should be content with a lesser return. 
As conditions swing back to normal, he 
said, the company may again appear and 
ask for a readjustment of its rates. He 
noted that in no state has the full amount 
of increase been granted. 

Commissioner Smith did say, however, 
that he would approve an increase in 
rates sufficient to relieve the company of 
the loss it claims to have suffered, plus 
an additional amount for a fair profit 
under existing conditions. This, he be- 
lieved, could be accomplished by adjust- 
ing present rates to yield approximately 
50 per cent of the monetary increase re- 
quested. Re Bell Teleph. Co. of Nevada 
(I&S Docket 112). 


@ 
Hydroelectric Project 


mission concluded that there would be 
an adequate market for power produced 
by the project at prices sufficient to insure 
successful operation. In the Federal 
Power Act itself there is no express pro- 
hibition against the issuance of a license 
to an applicant who is not financially re- 
sponsible, or to one who has no firm com- 
mitment for the sale of power or for fi- 
nancing of the cost of the proposed proj- 
ect. 

The court said that while it believed 
Congress did not intend that licenses 
should be issued to those whose securi- 
ties, issued to finance a project of doubt- 
ful feasibility, would be likely to work a 
fraud upon purchasers, it gave the com- 
mission a broad discretion in dealing with 
the question of economic feasibility of a 
project and the soundness of proposed 
plans for financing construction. 

The commission had previously con- 
demned the financing of the entire cost 
of power projects by the issuance and 
sale of bonds. The court disagreed with 
the commission in respect to the eco- 
nomic feasibility of the project and the 
soundness of the proposed plan of fi- 
nancing its construction, but said that 
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would not give it the right to vacate the 
order. The court may not retry the con- 
troversy and substitute its judgment for 


that of the commission as to doubtful 
questions of fact. Jowa et al. v. Federal 
Power Commission, 178 F2d 421. 


e 


Federal Commission Reasserts Power to Adopt 
Service Curtailment Rules 


6 pe to an order of .the Fed- 
eral Power Commission prescribing 
rules for curtailment of natural gas serv- 
ice by Panhandle Eastern Pipe Line 
Company, because of inadequacy of the 
supply, have been overruled by the com- 
mission. 

One objection was that the commis- 
sion lacked authority, under §§ 4 and 5 
of the Natural Gas Act, to prescribe rules 
and regulations which affect or change 
the terms or conditions of Panhandle’s 
rate schedules or its contracts with cus- 
tomers. The commission referred to its 
earlier decisions and to court decisions 
and then concluded that it had ample 
authority to prescribe just and reason- 
able service rules and regulations to gov- 
ern deliveries of natural gas from the 
system of a natural gas company during 
periods of shortage. 

Objectors also contended that the com- 
mission erred in considering the increased 
volumes of gas which had become avail- 
able to the Ohio Fuel Gas Company and 
the East Ohio Gas Company from 
sources other than Panhandle, in order- 
ing curtailment of large industrial loads 
served by these companies. The commis- 
sion decided that consideration of such 
supplies was appropriate and proper. 
There was said to be ample warrant in 


e 


the law for the commission to give con- 
sideration to the availability of gas from 
all sources in prescribing service rules 
and regulations for a single pipe-line 
system. 

A contention that the prescription of 
service rules and regulations requiring 
curtailment of large industrial loads con- 
stituted an invasion of the authority re- 
served to local bodies was said to be with- 
out merit. The commission made the 
following statement : 


Section 1(b) of the Natural Gas 
Act specifically gives the commission 
jurisdiction over the sale of natural gas 
in interstate commerce for resale for 
industrial use. The rule of law that 
third party relationships may be af- 
fected by public utility regulation is 
too well established to require ex- 
tended argument. A reference to the 
many decided cases amply demon- 
strates that the contention that the 
commission has exceeded its jurisdic- 
tion is without foundation. See Am- 
bassador, Inc. v. United States (1945) 
325 US 317, 324, and also the many 
cases cited footnote 3, page 323, 58 
PUR NS 193, 197. 


Re Panhandle Eastern Pipe Line Co. 
(Docket No. G-1240). 


Sale of Electric Facilities Approved Despite Municipal Protest 


4 &- Federal Power Commission au- 
thorized an electric company to sell 
its facilities to another electric company 
although the mayor of a town argued that 
the sale of the facilities to the town would 
be more in the public interest. The com- 
pany purchasing the facilities would 
merge them with existing equipment. 
The commission thought that the pro- 


MAR, 16, 1950 


394 


posed sale and merger would result in 
improved service at reduced rates and 
would be consistent with the public in- 
terest. 

The mayor’s protest and request to in- 
tervene did not deny that the proposed 
transaction was in the public interest but 
merely alleged that the sale to the town 
would be more in the public interest. The 
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town wanted an opportunity to present 
evidence of a financial and engineering 
nature to support its contention. 

The commission held that allegations 
regarding a possible alternative and bet- 
ter transaction are irrelevant to the de- 


termination of whether or not the trans- 
action would be consistent with the public 
interest. Accordingly, it overruled the 
protest and dismissed the petition to in- 
tervene. Re Louisiana Power & Light 
Co. et al. (Docket No. E-6246). 


e 


Rates Inadequate to Meet Interest and Dividend Needs 


Tz Kentucky Court of Appeals re- 
versed a commission decision deny- 
ing a telephone company a rate increase 
where the record indicated that findings 
were not supported by the evidence. 
The court pointed out that a compari- 
son of the sum of money represented by 
the utility as necessary to satisfy its in- 


= 


terest and dividend requirements with its 
operating income as finally computed by 
the commission made it clear that the 
rates would not provide sufficient funds 
to satisfy financial obligations. Lexing- 
ton Teleph. Co. v. Public Service Com- 
mission et al. 224 SW2d 423, reversing 
(1948) 75 PUR NS 1. 


Stock Value Measured by Future Earnings 
In Holding Company Simplification 


T= United States District Court 


granted the application of the Se- 
curities and Exchange Commission for 
approval and enforcement of a plan for 
dissolution of the Niagara Hudson 
Power Corporation upon consolidation 
of its principal subsidiaries. The com- 
mission, in determining the investment 
value of stock in the holding company to 
be replaced by new stock under the plan, 
was held to have properly considered 
prospective earnings and future value. 


e 


The court said that the commission, 
in its enforcement policies of the Hold- 
ing Company Act, should not be ham- 
pered in its determination of the proper 
type of holding company structure by 
consideration of the avoidance of harsh 
effects on various stock interests which 
might result from enforcement of charter 
provisions of doubtful applicability. Sub- 
stantial evidence upheld the commis- 
sion’s action. Re Niagara Hudson Power 
Corp. et al. 86 F Supp 697. 


Modification of Holding Company Dissolution Order Refused 


TS Securities and Exchange Com- 
mission denied a motion to modify 
an order requiring dissolution of a hold- 
ing company found to serve no economic 
purpose or useful function with respect 
to its subsidiaries despite an improve- 
ment in the financial condition of the 
company, correction of the inequitable 
distribution of voting power, and elimi- 
nation of the violation of the great grand- 
father clause. Changes of this kind were 
held not to alter the basic fact that the 
continued existence of the holding com- 
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pany would offend the policy and stand- 
ards of the act. The commission also 
ruled that the fact that substantial tax 
advantages to the company and its se- 
curity holders would be lost upon the 
dissolution did not justify continued ex- 
istence of the company. These tax ad- 
vantages could not take precedence over 
the requirements of § 11(b)(2) of the 
Holding Company Act, it was said. Re 
International Hydro-Electric System 
(File Nos. 59-14, 54-159, 54-160, 54-162, 
54-164, Release No. 9535). 
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Parcel Carrier Exemption Discontinued As Business Expands 


MOTOR carrier’s request for a trans- 

fer of an exemption from minimum 

rate requirements was rejected by the 

California commission where the char- 

acter of the service had changed sub- 

stantially since the exemption was orig- 
inally authorized. 

The commission said that the exemp- 
tion had been given the carrier’s prede- 
cessor on a representation that trans- 
portation to be rendered was not the or- 
dinary service of motor carriers but was 
of the nature of a parcel delivery service. 
This was no longer the case, the com- 


e 


mission continued, since the service had 
been so expanded that it no longer re- 
sembled the parcel carriers but was a 
general commodity transport service. 

A continuance of the exemption from 
maximum rate regulation for the busi- 
ness as presently constituted, the com- 
mission concluded, would result in un- 
fair competition and place other general 
commodity carriers at a serious disad- 
vantage. Re Rates, Rules, Regulations, 
Charges, Allowances, and Practices of 
Common Carriers (Case No. 4808, De- 
cision No. 43602). 


Other Important Rulings 


HE supreme court of New Jersey 

held that a municipality must act 
reasonably with respect to a water com- 
pany’s exercise of its legislative franchise 
to lay pipes and mains, since the legisla- 
ture did not, by the requirement of 
municipal consent, design to vest in the 


municipality authority to veto the legis- 
lative franchise giving the water com- 
pany power to lay pipes beneath the 
surface of the streets and highways 
as it might deem necessary for its cor- 
porate purposes. Hackensack Water Co. 
v. Ruta et al. 69 A2d 321. 
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(Neb) 
(Ariz) 


expenses as basis, 61; confiscatory rate, 
46; inadequacy of service, 46; legal in- 
terest rate as factor, 54; telephone com- 
pany, 33, 54, 61. 

Security issues—Commission powers, 42; 
competitive bidding, 42; refunding pro- 
gram, 42. 

Valuation—net investment basis, 33; work- 
ing capital of telephone company, 33. 


Public Utilities Reports (New Series) are published in five bound volumes annually, with an 


Annual Digest. These 


contain the cases preprinted in the issues of Pustirc Urizitres Fort- 


NIGHTLY, as well as additional cases and digests of cases. The volumes are $7.50 each; the 
Annual Digest $6.00. Public Utilities Reports also will subsequently contain in full or abstract 
form cases referred to in the foregoing pages of “Progress of Regulation.” 
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NEBRASKA STATE RAILWAY COMMISSION 


Re The Lincoln Telephone & 
Telegraph Company 


Application No. 17832 
December 22, 1949; January 13, 1950 


PPLICATION by telephone company to adjust rates and 
A charges; increased rates in smaller amounts than requested 
authorized by Commission. Order amended, January 13, 1950. 


Rates, § 146 — Reasonableness — Increased cost — Prices. 
1. The Commission in fixing rates, besides giving full consideration to pro- 
tests by farm telephone subscribers pointing to a decline in farm prices and 
increased cost of farm production since the last rate increase, must also 
recognize the increased cost to the company in providing service, a large part 
of which is due to the cost of labor, p. 34. 


Return, § 16 — Right to earn. 


2. The Commission must allow a fair return on the reasonable value of 
property used in rendering service, p. 34. 


Return, § 111 — Telephone company. 


3. Rates providing a telephone company with a return of 7.49 per cent on 
a net investment rate base were held to be more than sufficient to yield a rea- 
sonable rate of return, but a return of 6 per cent on an adjusted net invest- 
ment rate base was held to be reasonable, p. 39. 


Valuation, § 36 — Rate base determination — Net investment. 


4. Cost of telephone plant and equipment less depreciation, plus materials 
and supplies and working capital, was used as the rate base of a telephone 


company, p. 39 


Valuation, § 317 — Working capital — Telephone company — Relation to operat- 


ing expenses. 


5. A working capital allowance, as part of the rate base of a telephone com- 
pany, was arrived at by using the current formula being employed by the 
Federal Communications Commission, based on capitalizing one-twelfth of 
the estimated annual operating expenses, p. 39. 


APPEARANCES: For the applicant: 
William I. Aitken, Attorney, Lincoln, 
and Richard W. Smith, Attorney, Lin- 
coln. 

For the protestants represented by 
counsel: George A. Skultety, Attor- 
ney, for Jefferson County Farmers 
Union, Harry McCord, and Will M. 


[3] 


Turner, Fairbury; Max A. Denney, 
Attorney, for the city of Fairbury, 
Fairbury; Joseph Ach, Attorney, 
for the city of Friend, and for the 
Chamber of Commerce of Friend, 
Friend; J. C. Hranac, Attorney, for 
the David City Commercial Club, Da- 
vid City; William F. Colwell, Attor- 
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ney, for Pawnee City, and the Pawnee 
City Public Service Club, Pawnee 
City; Fred P. Komarek, Attorney, for 
the Hebron Chamber of Commerce 
and Civic Club of Hebron, Thayer 
County Farm Bureau, Thayer County 
Farmers Union, villages of Alexan- 
dria, Bruning, Carleton, and Daven- 
port, city of Hebron, Nemaha County 
Farm Bureau of Auburn, and Arch 
Hosterman, Chairman, Hebron; John 
Jacobson, Attorney, for the city of 
Lincoln, Lincoln; Arthur A. Whit- 
worth, Attorney, for the city of Lin- 
coln, Lincoln. 

For the Commission: Bert L. Over- 
cash, Assistant Attorney General of 
Nebraska, Hugh W. Cargo, Chief En- 
gineer, and Keith W. Vogt, Chief Ac- 
countant. 


By the Commission: This is a pro- 
ceeding instituted by The Lincoln 
Telephone and Telegraph Company, a 
corporation, applicant herein, for au- 
thority to adjust its exchange rates, 
message toll rates, and charges for 
telephone service in the state of Ne- 
braska. 

The applicant filed its application in 
this proceeding on June 11, 1949, and 
thereafter, following notice, public 
hearing was duly held before the Com- 
mission on July 14, 1949, to July 16, 
1949, inclusive. Thereupon the hear- 
ing was recessed at the request of prot- 
estants and was resumed on Septem- 
ber 15 and 16, 1949. Upon order of 
the Commission, on October 6, 1949, 
certain additional protestants were 
heard after which the matter was 
taken under advisement. 

Written protests were filed by the 
Jefferson County Farmers Union, 
Harry McCord, Will M. Turner, city 
of Fairbury, Hebron Chamber of 
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Commerce, city of Hebron, Thayer 
County Farmers Union, Nemaha 
County Farm Bureau of Auburn, and 
the villages of Alexandria, Bruning, 
Carleton, Davenport, and Milford. 

Certain motions of protestants made 
before and during the hearings herein 
were overruled as shown by the file 
and record of this case. At the con- 
clusion of the evidence certain prot- 
estants renewed their motion as to ex- 
change classification. The exchange 
classification provided in this order 
adjudicates this motion and all other 
issues as to the classification of ex- 
changes. 

[1,2] A number of protestants ap- 
peared without counsel, particularly 
the Nebraska Farmers Union and 
members of local farmers Union 
Groups from Seward, Polk, and Saun- 
ders counties. Also appearing were 
members of Goehner Grange, 371 Se- 
ward county, the Stockton Farm Bu- 
reau Unit of Walton, and other in- 
dividual farmers appearing for them- 
selves. Most of the testimony of farm 
groups and farmers was relative to 
the decline in farm prices and in- 
creased costs of farm production since 
the last rate increase. 

The Commission has given full con- 
sideration to these matters but must 
also recognize the increased cost to 
the applicant in providing telephone 
service, a large part of which is due 
to the cost of labor. Numerous court 
decisions could be cited which make 
it mandatory upon the Commission to 
allow a fair return on the reasonable 
value of the property used in render- 
ing service. 

Some of the protestants offered evi- 
dence concerning the so-called “free 
service” to other exchanges. The 
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over-all question of “free service” was 
fully covered in a prior order of the 
Commission. Individual and com- 
munity problems in this connection are 
under constant observation and, where 
possible, solutions are being provided 
in accordance with the provisions of 
the previous order. 

The evidence in the hearing result- 
ed in 721 pages of transcript and 67 
exhibits, and testimony was heard 
from forty-six witnesses. 

The applicant is a corporation, with 
its principal executive office in the city 
of Lincoln, Nebraska, and furnishes a 
general telephone communication serv- 


ice at 125 central offices, 4 of which. 


are in Lincoln, which serve 141 cities, 
towns, and communities in the 22 
counties of southeastern Nebraska. As 
of April 30, 1949, the applicant owned 
97,403 telephones in service and ren- 


dered switching service to 568 non- 


owned telephones. It then owned and 
operated 27,000 miles of toll lines 
comprising approximately 700 toll 
circuits and had 1,504 employees, with 
a current annual payroll of approxi- 
mately $3,750,000. 

The telephone service furnished by 
the applicant in the state of Nebraska 
is furnished under rates, rules, and 
regulations as prescribed by this Com- 
mission. The books and records of 
applicant are kept in accordance with 
the accounting rules and regulations 
of the Federal Communications Com- 
mission, which have heretofore been 
approved and adopted by this Com- 
mission for all Class A telephone com- 
panies operating in Nebraska. 

From December 30, 1947, to April 
30, 1949, the applicant has added in 
net amount to its telephone plant and 
equipment a total of $4,164,914, 


which is an increase of approximately 
28 per cent. Notwithstanding the 
added plant and facilities during the 
period, the applicant is not able to fully 
meet current service demands. Appli- 
cant’s vice president testified that there 
was need to provide a minimum of 
more than $7,000,000 of additional 
investment in plant, equipment, and 
facilities within a 3-year period, and 
that new capital would have to be ob- 
tained from investors in connection 
with the financing of such require- 
ments. 

Since April 30, 1947, applicant has 
issued and sold $3,000,000 principal 
amount of additional first mortgage 
bonds, which brings its total funded 
debt to $6,500,000. Applicant has 
also issued and sold 15,000 shares of 
its common stock for $300,000, or a 
total of $3,300,000 of additional secu- 
rities. 

In addition to the increase in the 
plant accounts of the applicant, and 
the additional capital provided for the 
business through the sale of securi- 
ties, there has been a substantial in- 
crease in expense of operation. Fol- 
lowing extended negotiations with the 
union representing employees, the ap- 
plicant entered into a new wage agree- 
ment effective November 1, 1948. 
The effect of this wage agreement was 
to increase wage payments, and asso- 
ciated wage expense for pension accru- 
als, benefit payments, and social secu- 
rity payroll taxes on the basis of the 
number of employees as of April 30, 
1949, in the total amount of $247,047 
annually. This would bring the an- 
nual wage payments and associated 
wage expense to $4,022,629 for the 
year 1949, assuming no change in 
number of employees, based on a pro- 
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jection of the results of operation for 
the first five months, as compared with 
$3,335,331 for the year 1947. Prices 
to the applicant at its Lincoln ware- 
house of materials, equipment, and 
supplies, which constitute the principal 
items used in the telephone business 
have generally increased during the 
period from April 30, 1947, to April 
30, 1949. The evidence of price 
changes since April 30, 1949, as to 
telephone materials and supplies did 
not indicate any material change al- 
though the general trend in prices has 
been downward for some months, and 
protestants offered evidence of some 
decline in prices of telephone supplies, 
and the material decline in agricul- 
tural prices. The cost of new con- 
struction continues to require substan- 
tially more dollars per unit of plant 
added, as compared to the cost of the 
units of plant which are replaced, not- 
withstanding such price reductions. 
In addition to the applicant’s funded 
debt, consisting of first mortgage 
bonds in the principal amount of $6,- 
500,000 bearing interest at the rate of 
2.75 per cent, applicant, as of April 
30, 1949, had outstanding $185,- 
959.06 in principal amount of notes 
payable, $6,800,533.33 issue price of 
preferred and common stock and $1,- 
030,997.57 of surplus or a total of 
capital obligations of $14,517,489.96. 
The relation of funded debt to the to- 
tal capital obligations has risen from 
30.6 per cent in 1942 to 44.8 per cent 
as of April 30, 1949. The treasurer 
testified that the applicant was dis- 
bursing approximately $175,000 per 
month for additions to plant and 
equipment, and that as funds are re- 
quired in excess of cash balances, ar- 
rangements are made with commercial 
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banks for temporary cash loans, with 
the understanding that they will be 
repaid with the proceeds of additional 
capital securities to be issued and sold 
by applicant. The applicant’s treasurer 
further testified that funds required 
for completion of the pending con- 
struction program will be provided 
through the sale of shares of common 
stock, preferred stock, and long-term 
bonds. The applicant contends that 
such additional capital cannot be at- 
tracted to the business without an 
improvement in earnings through in- 
creased telephone rates. 

The book cost of applicant’s tele- 
phone plant and equipment as of April 
30, 1949, including plant under con- 
struction, and property held for future 
use, was $18,953,352.49. The prop- 
erty held for future use consisted of 
six items, all being land on which the 
applicant is now erecting structures or 
contemplates doing so within a reason- 
able period of time. More than 60 per 
cent in dollar value of such land as of 
the date of the hearings was in actual 
use or being built upon. The total of 
such property held for future use is 
$19,620 as of April 30, 1949. The 
telephone plant under construction as 
of said date was $544,347.22, which 
included as principal items: central 
office building in course of construc- 
tion at Hastings, Nebraska, central 
office equipment in process of installa- 
tion at several exchanges, cable plant 
under construction at various points, 
and other construction. A consider- 
able portion of such construction was 
in service at the date of the hearing, 
and all of such items will be in serv- 
ice within one to thirteen months fol- 
lowing April 30, 1949. 


The applicant had materials and 
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supplies on hand as of April 30, 1949, 
in the amount of $981,608.08, located 
in company warehouses, pole yards, 
and central office storage places. The 
applicant has no supply agent to ware- 
house supplies and has found it neces- 
sary to carry a larger dollar inventory 
of materials and supplies as compared 
to prewar years due to the higher 
prices, and because of the substantial 
growth in plant and in number of tele- 
phones to be serviced. The plant has 
grown from $12,865,414 as of Decem- 
ber 31, 1940, to $18,953,352 as of 
April 30, 1949. While the materials 
and supplies account is larger during 
periods of construction activity and 
plant expansion, such excess represents 
principally items of plant which will 
soon be evidenced in the plant ac- 
counts. 


The applicant claimed working cap- 
ital as of April 30, 1949, in the 
amount of $618,547.70, consisting of 
(1) cash of $433,198.39, (2) employ- 
ees’ working funds of $19,805, (3) 
prepayments made in advance of $70,- 
104.11, and (4) the net amount billed 
and remaining unpaid for toll and 
other telephone service already ren- 
dered of $95,440.20. In determining 
this latter amount of unpaid accounts, 
totaling $95,440.20, the applicant has 
deducted from the total of its accounts 
receivable of $395,936.91 as of April 
30, 1949, the amount of advance bill- 
ings made to customers of $300,496.- 
71. The applicant offered evidence of 
the above items (1 to 4 inclusive) of 
working capital actually used in the 
business for the 1940-1949 period to 
April 30, 1949, which shows an an- 
nual average of such working capital 
of $757,055. The applicant’s treas- 
urer testified that in his judgment the 


amount of such working capital rea- 
sonably required under normal opera- 
tions was not less than $718,648, 
which is approximately $100,000 
greater in amount than the amount as 
per books on April 30, 1949, of 
$618,547.70. 

The applicant offered evidence of 
several valuations of its property to 
measure the reasonableness of the net 
income expected to be received under 
the rates and charges applied for. 

The evidence presented as to the net 
operating income of the applicant un- 
der the present rates and charges was 
based upon the applicant’s operations 
during the six-months’ period com- 
mencing November 1, 1948, and end- 
ing April 30, 1949, and projecting 
such operations for a twelve-months’ 
period upon the basis of such six- 
months’ experience. The operations 
of the applicant for the calendar year 
1948 do not reflect the current level 
of operations for the reason that a gen- 
eral wage increase was made effective 
as hereinabove referred to on Novem- 
ber 1, 1948, and, accordingly, the six- 
months’ period of operation commenc- 
ing November 1, 1948, is the first pe- 
riod which gives effect to the readjust- 
ment of wage expense on the current 
basis of operations. The actual results 
of the said six-months’ period show a 
net operating income of $360,325.71 
which, projected for a full twelve- 
months’ period, is $720,651.42, or a 
return upon the book cost of the ap- 
plicant’s property, less depreciation 
reserve (other than transfers from 
surplus), plus materials and supplies 
and working capital (all as shown by 
the books of the applicant on April 30, 
1949 totaling $15,438,083), of 4.66 
per cent. 
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The proposed schedules of exchange 
and intrastate toll rates were devel- 
oped on the system-wide basis of es- 
tablishing telephone rates, and as to 
exchange rates follow the same group 
classifications as were previously 
adopted by this Commission. 

The rates and charges for exchange 
and toll service as proposed by the ap- 
plicant, when applied to telephone de- 
velopment as of April 30, 1949, and 
current volumes of business, reflect a 
total annual increase in gross revenues 
from exchange service of $623,178, 
and a total annual increase in intra- 
state toll revenue of $81,000. Such 
additional gross revenues would im- 
prove applicant’s net operating income 
on an annual basis over the current 
level of earnings, heretofore referred 
to, by $436,320.30 per year, and result 
in an estimated annual net operating 
income of $1,156,971.72. 

Based upon the several methods of 
evaluating the property of the appli- 
cant for the purpose of establishing a 
rate base and measuring the appli- 
cant’s contemplated earnings under 
the proposed rates on the basis of a 
rate of return to the applicant, the fol- 
lowing tabulation was submitted. 

I. Reproduction cost of telephone 
plant and equipment as of 
April 30, 1949, less observed 
depreciation (15%) 

Materials and supplies on 

hand as of April 30, 1949 .. 
by ees as of April 


$27,143,134 
981,608 


Rate Base 

Estimated net operating in- 
come under rates and 
charges applied for 

Percentage return on the above 
rate base 


1,156,971 
4.01% 
II. we ney cost of telephone 


and equipment as of 
arch 1, 1941, plus cost of 
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net additions to plant to 
April 30, 1949, less observed 
depreciation (15%) 


$19,351,947 
Materials and supplies on hand 


as of April 30, 1949 981,608 
Working capital as of April 
30, 1949 718,648 


$21,052,203 


Rate Base 

Estimated net operating in- 
come under _ rates 
charges applied for 

Percentage return 
above rate base 


. Cost of telephone plant — 
equipment as eg books 
April 30, 1 

Materials and hE on hand 
as of April 30, 1949 

Working capital as of April 

30, 1949 


” $18; 953,352 
981,608 


Rate Base $20,653,608 

Estimated net operating in- 
come under rates and 
charges applied for 1,156,971 

Percentage return on the above 


rate base 5.60% 


. Cost of telephone plant and 
equipment as per books on 
April 30, 1949, less observed 
depreciation of 15% $16,110,349 
Materials and supplies on hand 
as of April 30, 1949 981,608 
Working capital as of April 
30, 1949 718,648 
Rate Base $17,810,605 
Estimated net operating in- . 
come under rates and 
charges applied for 1,156,971 
Percentage return on the above 
rate base 6.50% 


. Cost of telephone plant and 
equipment, less reserve me 
depreciation as adjusted, 
per books on April 30, 1949 $13,737,827 

Materials and supplies on hand 
as of April 30, 1949 

Working capital as of April 
30, 1949 718,648 

Rate Base $15,438,083 

Estimated net operating in- 
come under rates and 

charges applied for 

Percentage return on the above 

rate base 


Protestants object to the reclassi- 
fication of the Fairbury exchange as 
proposed by the applicant from Group 
D, in the present schedule of exchange 
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rates, to Group E in said schedule. 
Group D is a group which includes 
exchanges having from 1,001 to and 
including 2,500 connected telephones. 
Group E includes exchanges having 
from 2,501 to and including 5,000 
connected telephones. At the date of 
the filing of the application the ex- 
change at Fairbury had 2,503 tele- 
phones in service. Since the filing of 
the application and during the period 
of the hearing the telephones discon- 
nected reduced the number connected 
at Fairbury to less than 2,500. It 
does not appear that the number of 
telephones at the Fairbury exchange 
is sufficiently stabilized or reasonably 
permanent to justify the reclassifica- 
tion of the Fairbury exchange from 
Group D into Group E as proposed 
by the applicant. 

The protestants presented various 
calculations as to the net worth of the 
common stock of the company, the 
dividends paid thereon, and the earn- 
ings per share for the year 1948 as 
shown by the company’s annual report 
to its stockholders received in evidence 
as protestants’ Exhibit A. The over- 
all return on the capital used by the 
applicant in its business during the 
year 1948, as indicated by applicant’s 
Exhibit 18, was 74 per cent. The 
earnings of the applicant for the year 
1948 do not reflect the full impact of 
the current level of wage expense for 
the reason that the general increase in 
wages did not occur until November 1, 
1948. The current level of earnings 
on the capital used in the business is 
4.9 per cent, which does not give effect 
to a substantial amount of additional 
operating expense which has devel- 
oped since the filing of the application. 
These additional expenses, hereafter 


discussed in detail, total a minimum 
of $130,000, which will further reduce 
this return to approximately 4.4 per 
cent. 

A witness called by the applicant 
represented a firm of bankers which 
has assisted the applicant in placing 
its first mortgage debt issues from 
time to time since 1915, has advised 
the applicant with reference to the 
raising of additional funds for the 
pending and contemplated construc- 
tion program and has recommended 
the sale of additional shares of com- 
mon stock. This witness testified 
that a reasonable rate of return de- 
pended upon the basis of valuation to 
be used as a rate base, and that if book 
cost less reserve for depreciation with 
an allowance for materials and sup- 
plies and working capital was to be 
used as the only measure of value, at 
a time when actual values greatly ex- 
ceed this figure, a return of 74 per 
cent upon such base was necessary, 
and that any lesser rate of return could 
operate to prevent the company from 
securing the additional amount of 
common stock investment it needs to 
support its capital structure and to 
meet all service requirements. 

[38-5] The Commission is of the 
opinion that the rates applied for by 
the applicant in the proposed sched- 
ules for exchange rates, together with 
the proposed intrastate toll rates which 
will provide a return on the net invest- 
ment rate base of 7.49 per cent, as 
shown in applicant’s Exhibit X, are 
more than sufficient to yield a reason- 
able rate of return upon the fair value 
of the property used and useful in pro- 
viding telephone service. 

It is apparent, however, that the 
applicant cannot continue to absorb 
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the increased costs of operation with- 
out additional revenue. It is also,ap 
parent that the applicant is engaged 
in necessary plant extension and con- 
struction to restore lacking -margins 
in its property and to meet unfilled 
. demands for telephone service. The 
applicant intends to seek additional 
capital for such purposes, and is in- 
curring short-term bank indebtedness 
which will require refunding through 
the issuance and sale of its securities. 
The applicant will need additional rev- 
enue to earn a reasonable rate of re- 
turn on its property to attract the 
capital necessary for such expansion 
and construction. 

On consideration of the evidence 
herein the Commission is of the opin- 
ion and finds that a return of 6.0 per 
cent on an adjusted net investment 
rate base, as calculated herein, will 
provide applicant a fair and reasonable 
return on the fair value of its prop- 
erty devoted to public use. s 

The net investment rate base as 
claimed by applicant, per books, is 
$13,737,827 plus materials and sup- 
plies of. $981,608, and working capital 
of $718,648. These figures as of 
April 30, 1949, produce a total rate 
base of $15,438,083. The analysis of 
the Commission reveals that the 
amount of $718,648 for working cap- 
ital should be adjusted to $489,704.27 
which represents a reduction of $228,- 
943.73 in the rate base. 


The amount allowed for working 
capital is arrived at by using the cur- 
rent formula being employed by the 
Federal Communications Commission 
and is based on capitalizing one- 
twelfth of the estimated annual oper- 
ating expenses which are $5,876,- 
451.28. 
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Under the circumstances and con- 
sidering all of the evidence, the Com- 
mission hereby prescribes rates to 
produce the following result: 


Prescribed Income Statement 


Total Operating Revenue 
Less Deduction for Fairbury 


Classification 9,231.00 


Operating Revenue (revised) 6,913,100.00 
Total Operating Expense 5,755,359.28 
Addition due to Minimum Wage 

70,000.00 
24,896.00 
16,196.00 


w 

Addition due to Increase in Oc- 
cupation Tax 

Addition due to Increase in So- 
cial Security Tax 


Operating Expense —s 5,876,451.28 
Operating a (revised) . 


Operating Incom 
5.75% of $15, 209, 139.33 (Rate 
) 


1,036,648.72 
1,036,648.72 


874,525.51 
162,123.21 


Difference 
Income Tax Adjustment: 
38% of $162,123.21 


38% of 61,606.82 


Additional Net Income 
5.75% of $15,209,139.33 


Revised Net Income 
Rate of Return—6.0% 

Rate Base of $15,209,139.33 
Income 912,721.74 
Operating Revenue (revised) ... 

Deduction 


23:410.59 


38,196.23 
874,525.51 


912,721.74 


6,913,100.00 
162,123.21 


6,750,976.79 
5,876,451.28 


38,196.23 


§,838,255.05 
‘912,721.74 
The applicant has set forth a sched- 

ule of increased toll rates which will 
yield $81,000 per year additional rev- 
enue. The Commission is of the opin- 
ion and finds that such schedule at- 
tached hereto and made a part hereof 
as Exhibit B [omitted herein] is fair 
and reasonable. The balance of in- 
creased revenue sufficient to yield the 
net telephone earnings above-men- 


Operating Expense (revised) rT 
Deduction Due to Decrease in In- 


Operating Income after Revision 


‘tioned is to be obtained by applicant 
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from increases in exchange service 
rates. The $81,000 from higher toll 
rates is included in the tabulation im- 
mediately preceding this paragraph. 

The Commission takes further note 
that this proceeding has been insti- 
tuted and considered in an inflation- 
ary period marked by many transi- 
tional economic developments. In the 
opinion of the Commission it is not 
believed that the level of wages, 
prices, and material costs, which have 
occasioned this proceeding, will be 
permanent in character. There is 
reason to expect that the applicant 
company will experience the benefits 
of lower price trends and will effect 
whatever adjustments in policy are in- 
dicated by the times. 


For the purpose of reéxamining the 
situation and considering the propri- 
ety of reviewing rates as soon as such 
action is warranted, the Commission 
will maintain a current and continu- 
ous study of the matters involved and 
pertinent to this proceeding. 

The Commission finds that the 
said modified and prescribed schedule 
of exchange rates and charges, to- 
gether with the proposed schedule of 
intrastate toll rates, are fair and rea- 
sonable and will provide the applicant 
with no more than a fair and reason- 
able rate of return upon its telephone 
property. In making these findings, 
the Commission has considered the 
interest of the public by assuring ade- 
quate, efficient service at rates that are 
no higher than necessary to accomplish 
this objective: The Commission is of 
the further opinion that such exchange 
rates and charges and intrastate toll 
rates should be approved, an emer- 
gency is found to exist, to become 
effective temporarily on January 1, 


1950, and finally on February 1, 1950, 
as provided by law. 

The Commission further finds that 
said modified and prescribed exchange 
rates and charges and intrastate toll 
rates as herein approved should be 
identified as Exhibit A as to ex- 
change rates and charges, and Exhibit 
B as to intrastate toll rates, both at- 
tached to this order and made a part 
hereof by this reference. [Exhibits 
omitted herein. ] 


Amendment 


This amendment is instituted by the 
Commission to alter certain extended 
telephone service provisions included 
in the order in this case dated Decem- 
ber 22, 1949, printed herewith. It 
will have the effect of preventing cer- 
tain station rates, especially rural, 
from being automatically increased 
the minimum of 25 cents when an 
exchange elects to select extended 
service under the provisions of Para- 
graph (4) of 16831, Supplement 1, 
dated November 18, 1947. 

The directive of this order is to 
withdraw and delete Paragraph (3) 
on Sheet 1 of Exhibit A of 17832, 
which states “When an exchange is 
reclassified to the next higher rate 
group because of extended service, 
the monthly rate for company-owned 
stations and service stations shall be 
increased not less than 25 cents per 
month per subscriber.” 


This, deletion is made retroactive to 
January 1, 1950, restoring previously 
existing extended service provided in 
the order entered November 18, 1947, 
under Application No. 16831, Supple- 
ment No. 1, 71 PUR NS 129, which 
states as follows: “Where the sub- 
scribers of an exchange desire to call 
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the subscribers of another exchange tion 1, Sixth Revised Sheet 3, of Ex. wae 
or exchanges without the payment of tended Service of applicant’s General 
a toll charge, a petition signed by a Exchange Tariff. The expressed in- 
majority of the subscribers of the ex- tention of this order is to make it 
change requesting the extended serv- clear that the 1949 proceeding under 
ice may be presented to the company. Application 17832 has no force and 
If the request is approved by the Com-_ effect on the extended service provi- 

mission the exchange shall be classi- sions contained in Paragraph (4) on 

fied in one group above the classifi- Sheet 1 of Exhibit A of Application ber 

cation they would be in if they did not 16831, Supplement No. 1, dated pat 

have the extended service.” November 18, 1947, supra. Co 

The collateral provision of this or- This amendment is docketed as iss 

der is to continue the regulation pre- Supplement No. 1, to 17832 and by om 

viously in effect which is found in Sec- this provision incorporated thereto. ing 

an! 

bo 
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° 33 

Re Atlanta Gas Light Company ct 

os 

File No. 19367, Docket No. 9558-A : 

December 5, 1949 di 

PPLICATION by a gas company for authority to issue first in 

A mortgage bonds; rehearing on question of competitive bid- ti 

ding denied and application granted. d 

Security issues, § 112 — Competitive bidding — Petition for rehearing. ; 

1. A petition, by a company dealing in securities, for rehearing of a case h 
involving the sale of bonds was denied, although the petitioner urged that 

it would have made a firm commitment for the securities if it had been h 

cognizant of the fact that their sale was being negotiated and also urged c 

that at competitive bidding the net proceeds would be increased, where the h 

issue and sale of the securities was properly advertised, the petitioner should c 

have been aware of the sale, and the issuing company had committed itself , 
to private buyers who guaranteed the minimum return to the company re- 

gardless of fluctuations of the security market, p. 43. . 

I 


Security issues, § 80 — Purpose — Refunding — Construction — Security re- 
demption. 

2. Issuance of first mortgage 3 per cent 25-year bonds for not less than 

100.88 per cent of the principal amount thereof, plus accrued interest at ‘ 

the date of sale, was authorized for the purpose of retiring and canceling i 

outstanding 34 per cent bonds, paying current short-term bank loans, and { 

making further additions to a gas distribution system, p. 44. | 
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Security issues, § 29 — Powers of Commission — Competitive bidding. 
Statement by Georgia Commission that while it thinks well of the competi- 
tive bid theory in the sale of securities by utility companies, there is a ques- 
tion as to whether or not it has legal authority to order such procedure, 


p. 44 


(McDona.p, Commissioner, dissents.) 


By the Commission: On Novem- 
ber 7, 1949, Atlanta Gas Light Com- 
pany filed an application with the 
Commission requesting authority to 
issue and sell $7,000,000 principal 
amount of first mortgage bonds bear- 
ing interest at a rate of 3 per cent per 
annum, maturing in 1974, to sell said 
bonds at 100.88 per cent of their prin- 
cipal amount. The company will use 
the proceeds from the sale of the said 
bonds to call, retire, and cancel the 
$3,428,000 of first mortgage bonds, 
31 per cent series, due 1973, to pay 
current short-term bank loans and 
will use the remainder of the proceeds 
to make further additions to its gas 
distribution system. 

This matter was assigned for hear- 
ing on November 21, 1949, at which 
time it came on to be heard. At the 
direction of the Commission, Atlanta 
Gas Light Company caused notice of 
the time, place, and purpose of the 
hearing to be published in newspapers 
having most general circulation in the 
communities served by the company. 
Mr. Warren Moise, attorney for the 
company, appeared in support of the 
application, and no objection to the 
application was received by the Com- 
mission prior to or at the hearing. 

[1] Subsequent to the hearing Hal- 
sey-Stuart and Company, Inc., filed 
a petition with the Commission asking 
for a rehearing in the matter based on 
the fact that the proposed private 
placement of these bonds is not in the 


best interest of the applicant, its stock- 
holders, and consumers, and that such 
interests would be better served by a 
competitive public offering of the pro- 
posed issue. The Commission was of 
the opinion that oral arguments should 
be heard and set the matter down for 
hearing on November 29, 1949, at 
which time Mr. Ralph Peterson ap- 
peared on behalf of Halsey-Stuart and 
Company and Mr. Warren Moise on 
behalf of the gas company. Mr. Peter- 
son testified to the fact that his com- 
pany was not cognizant of the fact 
that this issue of securities was being 
negotiated and that if it had been 


for the purchase of these securities 
would have been made to Atlanta Gas 
Light Company prior to the original 
hearing. He further stated that at 
competitive bidding, Atlanta Gas 
Light Company would receive for its 
securities approximately $125,000 
more than it would have received at 
the proposed private sale, and that ex- 
penses in connection with the sale 
would be $40,000 greater under com- 
petitive bidding, resulting in a net in- 
crease in proceeds to Atlanta Gas 
Light Company of approximately 
$85,000. He further stated that this 
was the minimum amount which his 
company would guarantee Atlanta 
Gas Light Company but in all proba- 
bility, of course, depending upon the 
fluctuations of the bond market, At- 
lanta Gas Light Company would re- 


82 PUR NS 





GEORGIA PUBLIC SERVICE COMMISSION 


ceive substantially more than the min- 
imum guaranty by Halsey-Stuart 
Company. 

Mr. Moise, counsel for Atlanta Gas 
Light Company, in reply to Mr. Peter- 
son, stated that the sale and issue of 
these securities was properly adver- 
tised, that Halsey-Stuart Company 
should have been aware of the sale, and 
that the company had committed itself 
to private buyers, and felt a moral ob- 
ligation to consummate the sale as orig- 
inally specified in its application. He 
further stated that the upward trend in 
the security market was, in his opin- 
ion, the dominating factor which 
caused Halsey-Stuart Company to 
make its bid at this time, and that if 
the trend in the security market had 
been downward, this offer would not 
have been made. Mr. Moise further 
stated in his place that the New York 
office of Halsey-Stuart Company com- 
municated with a member of the board 
of directors of the Atlanta Gas Light 
Company prior to the hearing and in- 
dicated that the firm was not inter- 
ested. 

While the Commission thinks well 
of the competitive bid theory in the 
sale of securities by utility companies, 
there is a question as to whether or not 
it has legal authority to order such 
procedure. 

The Commission, after careful con- 
sideration of the testimony given, and 
the evidence adduced at the oral argu- 
ment, is of the opinion that Halsey- 
Stuart and Company and its officials 
should have been aware of the sale of 
these securities before this time, and 
should have made their bid at an ear- 
lier date. It is also the opinion that 
the Atlanta Gas Light Company ne- 
gotiated the sale of the securities in 
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good faith and that the purchasers 
guaranteed the minimum return to the 
company, regardless of any fluctua- 
tions of the security market, and there- 
fore, denies the petition of Halsey- 
Stuart and Company for rehearing of 
the case. 


[2] At the hearing the company 
introduced exhibits setting forth (1) 
cash requirements for utility plant 
construction for years 1945 through 
1949 actual, and 1950 through 1954 
estimated; (2) the cost to redeem 
outstanding bonds as of October 31, 
1949 in the amount of $3,428,000; 
(3) comparative statement of ‘first 
mortgage bonds, and (4) compara- 
tive figures on gas utility bond offer- 
ings for 1949. 


The company’s witness testified that 
the securities would be purchased by 
the following insurance companies in 
the amounts indicated : 


John Hancock Mutual Life Insur- 
ance Company 

Aetna Life Insurance Company .... 

Massachusetts Mutual Life Insur- 
ance Company 

Connecticut General Life Insurance 
Company 

Berkshire Life Insurance Company 

Life Insurance Company of Georgia 


$3,000,000 
1,650,000 


1,000,000 


1,000,000 
250,000 
100,000 


The company also introduced a 
copy of the sales agreement and a copy 
of a second supplemental indenture to 
the Citizens & Southern National 
Bank dated November 1, 1949. 

According to evidence adduced at 
the hearing and calculations made by 
the staff of the Commission, it appears 
that the debt ratio of the company will 
be increased from 43.4 per cent to 51.0 
per cent in the event the proposed issue 
is authorized. According to a com- 
pany exhibit, construction expend- 
itures for the years 1945 through 1949 
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amounted to $10,041,121, and it is 
estimated that $14,907,030 will be 
spent for utility plant construction in 
the period 1950 through 1954. Net 
bondable additions for the years 1948 
and 1949 were $6,013,605 and it is 
estimated that additions in 1950 will 
amount to $3,821,530. The indenture 
of mortgage provides for issuance of 
bonds not to exceed in principal 
amount 60 per cent of the net bondable 
additions of $4,782,139 as testified to 
by a company witness. This amount, 
together with $3,428,000 of bonds to 
be retired, plus amounts to be de- 
posited with the trustee, will not be 
greater than the issue allowed under 
the indenture of mortgage. 

It was brought out at the hearing 
that the Atlanta Gas Light Company 
has a commitment from local banks 
for short-term loans of $2,300,000, and 
that the company at the present time 
has outstanding a $1,300,000 short- 
term bank loan and contemplates mak- 
ing an additional loan of $500,000. 
The interest rate on these short-term 
bank loans is 24 per cent per annum. 
The company testified that these short- 
term loans would be repaid from the 
proceeds of the sale of the securities. 
It was also testified that the amount 
of expenses incurred in the sale of 
these securities would amount to $22,- 
500. 

After careful consideration of this 
matter, it is the opinion of the Com- 
mission that the authority prayed for 
appears to meet the requiremnt of 
§ 93-414 of the 1933 Code of Georgia, 
and should be approved. Wherefore, 
it 1s 

Ordered that the Atlanta Gas Light 
Company be and it is hereby author- 
ized to sell $7,000,000 principal 


amount of first mortgage 3 per cent 
sefies, 25-year bonds to the insurance 
companies hereinbefore named, for not 
less than 100.88 per cent of the princi- 
pal amount thereof, plus accrued in- 
terest at the date of said sale. 

Ordered further that no commission 
shall be paid to any broker or other 
person for the sale of said bonds. 

Ordered further that Atlanta Gas 
Light Company shall file with the 
Commission a statement of actual ex- 
penses incurred in connection with the 
issuance of these bonds not later than 
ten days from the date of their sale. 

Ordered further that short-term 
bank loans in the amount of $1,800,- 
000 be paid in full immediately upon 
receipt of proceeds from the sale of 
bonds. 

Ordered further that Atlanta Gas 
Light Company call, retire, and can- 
cel the $3,428,000 of first mortgage 
bonds, 34 per cent series, due 1973. 

Ordered further that the proceeds 
from the sale of these bonds shall be 
used for the purposes generally out- 
lined in the application in this case, 
and for no other purpose. 

Ordered further that jurisdiction 
over this matter is expressly retained 
for the purpose of entering such order 
or orders as the Commission may 
deem meet and proper. 


McDonaLp, Commissioner, dis- 
senting: I concur in the finding of the 
Commission that the authority prayed 
for meets the requirements of law and 
should be approved but it is my posi- 
tion that that authority and approval 
should be conditioned upon a require- 
ment that the bonds be sold at com- 
petitive public offering of the proposed 
issue. 

I am unable to agree that this is any 
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question or doubt as to the statutory 
authority of this Commission to re- 
quire competitive bidding in the sale 
of securities issues by and under its 
approval and I deem it to be the Com- 
mission’s duty to make such a require- 
ment in the interest of the ratepayer 
when it is clearly shown as it is in this 


case that such a requirment would 
result in a definite saving of $85,000 
as a minimum and possibly more. 

I therefore dissent to the majority 
opinion in so far as it denies the peti- 
tion for reopening and fails to require 
the authorized securities to be sold at 
competive public offering. 








ARIZONA CORPORATION COMMISSION 


Re The Mountain States Telephone & 
Telegraph Company 


Docket No. 9981-E-1051, Decision No. 19196-A 
November 4, 1949 


P ETITION by telephone company for authority to increase rates; 


on rehearing, application denied. 


Return, § 53 — Confiscation — Company failing to develop service. 

1. The return of a telephone company is not confiscatory when it is adequate 
to pay all costs of operation, including depreciation and taxes, and the com- 
pany is in addition earning more than enough to pay the state proportion 
of interest on bonded indebtedness, even though there is evidence that it is 
earning approximately 2 per cent on its intrastate investment, where the 
company has not made a reasonable effort to install sufficient plant, main- 
tain existing plant, and correct service deficiencies, and has failed to maintain 
a reasonable standard of service, p. 47. 


Return, § 36 — Reasonableness — Inadequacy of service. 
2. A company cannot expect to receive a full return, or any more than 
enough to cover all expenses including interest on fixed indebtedness, until 
the company is in a position to render normally efficient service, since as a 
matter of law a utility is only allowed a full and adequate return when it is 
giving good service under efficient operation, p. 47. 


(Brooks, Chairman, dissents.) 


* 


By the Commission: In response 
to a request by the applicant dated Au- 
gust 9, 1949, a rehearing of the above- 
entitled matter was held on the 24th, 
25th, 26th, 27th, and 28th days of 
October, 1949. The Mountain States 
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Telephone Company was represented 
by J. H. Shepherd; Assistant Attor- 
neys General Joseph Ralston and Ed- 
ward Jacobson appeared for the state 
of Arizona; Walter Roche appeared 
for the Bisbee Chamber of Commerce, 
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ad appearances were entered on be- 
half of Norman Wycoff for the town 
of Wickenburg, and Frank J. Barry, 
Ir. for the county of Santa Cruz. 


Review of Evidence 


Testimony was given at the hear- 
ing by seven company witnesses who 
introduced thirty-one company ex- 
hibits. ‘Testimony was given by two 
witnesses called by the state and one 
exhibit was introduced. The tran- 
sript of testimony taken at the orig- 
inal hearing held in May and June of 
1949 consisting of some 1,600 pages 
was introduced and made a part of the 
record on rehearing. 

In addition to introducing the tran- 


script of testimony taken at the orig-- 


inal hearing, the company produced 
several witnesses and introduced a 
number of exhibits relating to matters 
covered by the opinion and order of 
the Commission dated July 29, 1949, 
and by such evidence sought to show 
that the proposed increases in its rates 
were justified. 

The state presented testimony of 
one witness relating to inefficiency of 
management and one witness, a certi- 
fied public accountant, hired by the 
Commission under an agreement with 
the company, who testified regarding 
accounting: methods used by the com- 
pany and introduced in evidence a re- 
port prepared by him of the results of 
his quick review of certain of the com- 
pany’s books. 

It is unfortunate that this Commis- 
sion is without funds to hire full-time 
accountants and engineers to make a 
complete independent investigation of 
the evidence presented by the company 
in its request for an increase in rates. 
The public as well as the company has 


a vital interest in seeing that a fair, 
impartial, and proper determination be 
made. Under the circumstances it is 


impossible to know whether the com- 
pany’s figures are correct or incorrect 
without help from such experts. 


ORDER 


[1,2] The record of the Mountain 
States Company in Arizona since the 
end of the war has been one of “too 
little and too late.” The company 
made a serious error in its failure to 
anticipate the growth of this state and, 
although this mistake in planning was 
recognized by them almost three years 
ago, they have not as yet taken enough 
of the proper steps to remedy the situ- 
ation. 

The Commission is aware of the 
amounts spent by the company in add- 
ing new plant during the years since 
the war, but it believes and the undis- 
puted facts show that these additions 
have not been nearly sufficient to give 
the people of Arizona the telephone 
service to which they are entitled and 
which the company under law is re- 
quired to give. In contrast, however, 
it is noted that other utilities in this 
state have been able to solve their post- 
war problems by expending large 
amounts of money to increase their 
plant capacity and have done so with- 
out the necessity of an increase in their 
rates. 

By order of the Commission dated 
April 7, 1947, the company was 
granted increases in its local service 
and intrastate toll rates which have re- 
sulted in a substantial increase in the 
revenues of the company. In addition 
to the increase in revenues resulting 
from such higher rates, the company 
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since the war has experienced a con- 
siderable increase in revenues from 
the added new plant referred to above ; 
and much of the added plant has also 
brought about a substantial reduction 
in operating costs. 

Telephone service is no longer a 
luxury; like gas, electricity, and water 
it has become one of the necessities 
of life. For many persons the ability 
to make a living depends on adequate 
telephone service. By no interpreta- 
tion of the facts can it be said that the 
service presently being rendered by the 
company is adequate. The record 
shows that there are as many persons 
waiting for service today as there 
have been in any of the years 1946, 
1947, 1948. It also shows that over 
15 per cent of all telephones in this 
state are on multiparty lines each at- 
tempting to serve ten or more users. 


The Commission takes judicial notice 
of the fact that this class of service is 
so completely unsatisfactory that it 
cannot be described as service. 


The record in this matter further 
discloses that in certain localities the 
company has failed to maintain exist- 
ing plant at such a standard as to ren- 
der reasonably satisfactory and effi- 
cient service to its customers, although 
it has annually charged amply suffi- 
cient depreciation allowances to ac- 
cumulate a reserve to make required 
replacements. 


The company contends that they 
have done everything possible within 
the limits of their ability to get new 
capital and materials. We cannot 
agree. As an almost wholly owned 
subsidary, the Mountain States Com- 
pany has at its command financial 
resources of the American Telephone 
& Telegraph, a company which has, 
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in each year of the last twenty-five 
years, paid a $9 dividend to its stock- 
holders. The Mountain States Com- 
pany, itself, had a higher earning per 
share in 1948, than it has had in the 
past fifteen years, except for 1939, 
which was only slightly higher, and 
higher earnings per share than all but 
two of the eighteen operating com. 
panies in the Bell System. 

There is no evidence that the com- 
pany has ever made any public offer- 
ing of its stock in order to secure new 
capital, as is generally successfully 
done by other public utilities. There 
seems to be no good reason for the 
company’s failure in this respect un- 
less it be a fear that it might result in 
interference with the control of the 
company now exercised by the Ameri- 
can Telephone & Telegraph Company. 


From this record, how can it be 
said that this company or its parent 
company are unable to secure adequate 
financing to provide additional plant 
so urgently needed in the state of Ari- 
zona? By its own testimony the com- 
pany acknowledges that demand for 
service and the percentage of persons 
waiting for service in the state of Ari- 
zona is much greater than that of any 
other state served by this company. 
The Commission daily is made aware 
of this situation by the tremendous 
number of letters and telephone calls 
received at its offices regarding un- 
filled requests for phone service, as 
well as complaints as to the impossi- 
bility of securing service on the exist- 
ing 10- and 12-party lines. It is the 
belief of the Commission that this situ- 
ation amounts to an emergency and, 
as such, immediate and effective action 
by the company should be taken to 
remedy the situation. 
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Certainly the company cannot claim 
inability to procure the necessary 
equipment to do the job required, for 
it is a known fact, and the company 
so testified, that all equipment is pur- 
chased from the Western Electric 
Company, a wholly owned subsidiary 
of the American Telephone & Tele- 
graph Company. The war ended four 
years ago. Shortages are a thing of 
the past in all competitive enterprises 
—a thing of the past in all regulated 
monopolies; with the apparent excep- 
tion of the Bell Telephone System. 
If the Western Electric Company is 
unable to produce the material neces- 
sary, one would be forced to agree 
that there is merit to the govern- 
ment’s antitrust suit now pending 
against this company in the Federal 
courts. 

Only one conclusion can be drawn 
from this record; the Mountain States 
Company has failed to carry out its 
obligation to the people of Arizona. 
The Commission is not unmindful of 
the evidence presented by the company, 
that at the present time the company 
is earning approximately 2 per cent 
on its Arizona intrastate investment. 
It also recognizes that the proposed 
rates according to the company’s evi- 
dence would bring a return on its in- 
vestment of less than 6 per cent, cal- 
culated on the rate base proposed by 
the company. It is equally true, how- 
ever, that the company, at present 
rates, is making a return adequate to 
pay for all costs of operation including 
depreciation and taxes and is, in addi- 
tion, earning more than enough to pay 
the Arizona proportion of interest on 
bonded indebtedness. In view of the 
service record the Commission does 
not believe that the present return is 


[4] 


confiscatory or would be so considered 
by any court in the land. 

The company has failed to keep pace 
with the phenomenal growth and de- 
velopment of this state as a result of 
its failure finds itself in a position of 
requiring large additions to its plant 
at a time when return on investment 
is low. Can we allow a utility to ex- 
pect the ratepayers to assume all of the 
burden and save the utility from the 
result of its lack of foresight or enter- 
prise? Until the company is in a posi- 
tion to render normally efficient serv- 
ice it should not expect to receive a 
full return or any more than enough 
to cover all expenses including interest 
on fixed indebtedness. As a matter 
of law a utility is only allowed a full 
and adequate return when the com- 
pany is giving good service under an 
efficient operation. 

Therefore, being fully advised in 
the premises, the Commission finds: 

1. That the Mountain States Com- 
pany has failed to keep pace with the 
growth of Arizona and as a result has 
failed to give the type, quality, or 
amount of service required by law. 

2. That the service presently being 
rendered by the Mountain States 
Company is inadequate. 

3. That the company has not made 
a reasonable effort to install sufficient 
plant or maintain existing plant to 
correct service deficiencies in the state 
of Arizona and has failed to maintain 
a reasonable standard of service. 

4. That the return on investment 
shown by the company’s record, while 
lower than that usually allowed an ef- 
ficiently run utility giving good serv- 
ice, is, nevertheless, large enough to 
pay all expenses, provide sufficient 
moneys to pay the Arizona share of 
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interest on bonded indebtedness and 
still provide additional return on in- 
vestment over these amounts. 

5. That until such time as the 
Mountain States Company is able to 
provide reasonably normal and rea- 
sonably efficient service in this state, 
they are not entitled to an increase in 
rates. 


ORDER 


It is therefore the order of this 
Commission : 

1. That the application for an in- 
crease in certain rates is hereby 
denied. 

2. That the company continues to 
file monthly operating statements. 

3. That the company take im- 
mediate steps to provide adequate tele- 
phone service for all those waiting for 
such service. 


Brooks, Chairman, dissenting: I 
am compelled to dissent from the ma- 
jority opinion in the case of the Moun- 
tain States Telephone and Telegraph 
Company request for increase in cer- 


tain rates. Nearly ten months have 
elapsed since the company filed its ap- 
plication for an increase in rates. 
Hearings were held in May and June 
and the matter was then taken under 
advisement. On July 29, 1949, we 
issued an order denying the relief re- 
quested and the company filed an ap- 
plication for a rehearing which we 
granted. Thereafter an additional 
five days of evidence was received and 
the matter again taken under advise- 
ment. The transcript of the evidence 
will exceed 2,200 pages. Eighty-four 
exhibits were presented by the com- 
pany, the state, and protestants, some 
of them being voluminous. To my 
knowledge the instant proceeding has 
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been the most completely presented 
and lengthy rate case ever to be heard 
by this Commission. 

The following points, taken cumu- 
latively, convince me the company is 
entitled to at least a part of the re- 
quested increase and that the in- 
creases are necessary in order to in- 
sure the continuity of the service and 
to insure the company’s projected ex- 
pansion and improvement program to 
take care of the present and prospec- 
tive telephone users in the state of 
Arizona. Neither this nor any other 
forward-looking state can succeed and 
thrive without an adequate and de- 
pendable communication system. 


1. The company’s payroll in 1948 
was six times that of 1940. Wage in- 
creases granted during and since the 
war nearly equal the total of the 1947 
rate increase plus the company’s 1949 
request, based on October 1948 fig- 
ures. Almost all of this payroll goes 
to employees located in Arizona. Thus 
it will be seen wage increases alone 
nearly offset the granted and requested 
rate increases without giving any con- 
sideration to the. increased price of all 
other items going into the cost of fur- 
nishing telephone service. 


2. The company’s testimony shows 
that its. investment in Arizona intra- 
state business has more than doubled 
since the end of World War II, that 
in 1948 alone more than $10,000,000 
was expended in construction work, 
that the construction programs are 
continuing. Even so, the company 
has been unable to catch up with the 
backlog of applications for new serv- 
ice, although there has been a net gain 
in telephone stations in Arizona of 
18,364 within the past year, and has 
been unable to provide better classes 
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of service for all those requesting one- 
and 2-party service. This Commis- 
sion should do everything possible to 
see that the company corrects this 
service situation but, in my opinion, 
to deny immediate increases will hurt 
rather than help the situation. 


3. On the matter of the rate base, 
the company put in evidence to show 
the intrastate investment on the basis 
of (1) the average investment, (2) 
the average investment less the aver- 
age depreciation reserve, and (3) the 
present value. The only other evi- 
dence touching upon the matter of the 
rate base was introduced by the state, 
in which evidence and exhibits it was 
suggested that the average net invest- 
ment should be used and that from the 
average net investment there should 
be deducted the construction work in 
progress and the cash working capital. 
Questions as to an exact rate base, 
however, appear unimportant in this 
case since on any rate base suggested, 
the company’s request would result in 
a rate of return of less than 6 per cent, 
and in my opinion, regulated utilities 
cannot be expected to remain in a 
healthy condition and provide an 
adequate service unless they are al- 
lowed to earn a fair rate of return. 
Certainly an earning of anything un- 
der 6 per cent is not unreasonably 
high. 

4. The Commission employed an 
independent auditor to check the com- 
pany’s figures. The Commission, be- 
ing understaffed and without sufficient 
funds to do this work on its own ac- 
count, obtained an agreement from 
the company that the expense of the 
auditor would be borne by the com- 
pany. The auditor’s report and his 
testimony showed that, although he 


had but limited time in which to make 
his investigation, yet he found no 
cause to object to the company’s book 
records or its system of accounts and 
he testified the operating results pre- 
sented by the company disclosed fairly 
the investment, revenues, and ex- 
penses attributable to the Arizona 
business. 

5. In opposition to the company, 
attorneys for two cities or chambers 
of commerce entered protests and fol- 
lowed the proceedings throughout in 
one or both of the hearings. 

In addition there were other prot- 
estants, some of whom filed written 
protests and others appeared person- 
ally. The state was represented by the 
attorney general’s office. I am satis- 
fied the work done by the attorneys 
appearing for the state and other par- 
ties was sufficient to bring forward for 
analysis and discussion all of the per- 
tinent facts. It appears that the com- 
pany’s 1949 earnings have been even 
less than in 1948 and that there is no 
evidence to indicate that whatever rate 
base we might choose to accept, the 
company has earned more than 2 per 
cent or slightly thereover, during 
either 1948 or 1949 on the present 
rates. In failing to correct this situ- 
ation, the majority opinion fails to 
carry out the constitutional and statu- 
tory requirements that just and rea- 
sonable rates shall be promulgated and 
enforced by this Commission. 

6. I am not entirely satisfied with 
the company’s suggested arrangement 
of the rate increases, but this becomes 
unimportant in view of the majority 
opinion. If the result had been other- 
wise, I would have recommended 
some changes in the rate schedules. 

My purpose in entering this dissent 
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is to make it clear that I, as one of the 
Commission, will always press to see 
that the public is adequately protected 
against unjust and unreasonable rates 
and that no utility operating in Ari- 
zona earns an excessive return. Yet, 
at the same time I am constrained to 


say that we should not use our author- 
ity to force a utility to continue to ren- 
der service at a rate that does not give 
a fair rate of return on the investment, 
To do so will retard the development 
of the state and provide inadequate 
and unsatisfactory service. 





ARKANSAS PUBLIC SERVICE COMMISSION 


Re Southwestern Gas & Electric 
Company 


Docket Nos. U-407, U-408 
December 12, 1949 


PPLICATION for authority to construct and operate transmis- 
y \ sion line; granted subject to conditions. 


Certificates of convenience and necessity, § 73 — Condition — Rate base — Prop- 


erty used or useful. 


A certificate authorizing the construction of a transmission line for the 
purpose of absorbing power and energy to be generated at a government 
dam, when negotiations for the power and energy are under way and no 
contract has yet been signed, should be conditioned upon the agreement of 
the company receiving the certificate that the cost of such facilities will not 
be placed in its rate base until their use for the absorption of the power 
from the dam or for some other equally feasible use is effectuated. 


By the Commission: On Novem- 
ber 10, 1949, Southwestern Gas and 
Electric Company filed its application 
with the Commission for a certificate 
of convenience and necessity to con- 
struct, operate, and maintain a 66-kil- 
ovolt transmission line from the Nar- 
rows dam in Pike county, Arkansas, 
to Nashville, Arkansas, and from 
Nashville to DeQueen, Arkansas. 

On November 10, 1949, Southwest- 
ern Gas and Electric Company filed 
its application with the Commission 
for a certificate of convenience and 
necessity to construct, operate, and 
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maintain a 66-kilovolt transmission 
line, together with necessary substa- 
tions, from De Queen, Arkansas, to 
Mena, Arkansas. 

On November 29, 1949, the Com- 
mission issued its order consolidating 
these two matters for hearing and set- 
ting them for hearing on December 2, 
1949, 

Testimony at the hearing showed 
that the applicant proposed to con- 
struct a 66-kilovolt line from Nash- 
ville to DeQueen and from DeQueen 
to Mena for the purpose of strengthen- 
ing its facilities for the rendition of 
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service in and around DeQueen and 
Mena, and that the prospective load 
gowth in that area was such that 
these facilities would be required im- 
mediately in order that the company 
be able to maintain adequate service. 

Testimony further revealed that the 
facilities to be constructed from Nash- 
ville through Murfreesboro to Nar- 
rows dam would be constructed for the 
purpose of absorbing the power and 
nergy to be generated at the dam into 
the system of the applicant. 

The Narrows dam, presently under 
onstruction by the U.S. Engineers, 
will be completed in the spring of 1950 
and power and energy from that dam 
will be available at that time. The 


Southwestern Power Administration, 
an agency of the Department of In- 
terior, has been designated as the 
marketing agent for such power and 


energy as will be available. Negotia- 
tions for the delivery of this power and 
energy to the applicant company are 
presently under way and, it was re- 
vealed at the hearing, the anticipated 
contract will be substantially patterned 
after the contract between the United 
States of America and Texas Power 
and Light Company, dated on or about 
the 7th of April, 1947, 

It is apparent, from examination of 
the maps, load curves, proposed con- 
tracts, and other information filed by 
the company, that the absorption of 
the power and energy created at the 
dam could most feasibly be made 
through existing and proposed facili- 
ties of the applicant company. It is 
also apparent that negotiations for 
this absorption are well under way; 
however, inasmuch as the contract for 
this power has not been signed, the 


Commission is reluctant to grant a 
certificate for the construction of the 
line, which would be used exclusively 
for the transmission of that power, 
without certain conditions to forestall 
the company from placing into its rate 
base facilities which would not be used 
or useful. Therefore, the Commission 
believes that the certificate for the con- 
struction of the 66-kilovolt line from 
Nashville to Narrows dam should be 
conditioned upon the agreement of the 
company that the cost of such facilities 
will not be placed in its rate base until 
their use for the absorption of the 
Narrows dam power or for some other 
equally feasible use is effectuated. 

It is therefore ordered that: 

1. Southwestern Gas and Electric 
Company be, and is hereby, granted a 
certificate of convenience and necessity 
to construct, operate, and maintain a 
66-kilovolt line, together with appur- 
tenant substations, from Nashville, 
Arkansas, to DeQueen, Arkansas, and 
from DeQueen, Arkansas, to Mena, 
Arkansas, as is set out on the map at- 
tached to the application. 

2. Southwestern Gas and Electric 
Company be, and is hereby, granted a 
certificate of convenience and necessity 
to construct, operate, and maintain a 
66-kilovolt line from Nashville, 
Arkansas, to Narrows dam, Arkansas, 
as is set out on the map attached to its 
application; provided, however, that 
the cost of the line and related facilities 
will not be placed in the rate base of 
the company until such a time as the 
power and energy generated at Nar- 
rows dam is delivered to Southwestern 
Gas and Electric Company or the 
facilities, as constructed, become use- 
ful for some other purpose. 
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Re Winter Park Telephone Company 


Order No. 1576, Docket No. 1683 
December 28, 1949 


PPLICATION for authority to increase telephone rates; rate 
A increase authorized. 


Return, § 26 — Reasonableness — Legal interest rate. 
1. The fact that the legal rate of interest is 6 per cent regardless of whether 
the venture requiring the interest is safe or perilous can be considered in 
determining a rate of return, although it is not controlling, p. 58. 


Return, § 22 — Reasonableness — Attraction of capital — Cost of money. 
2. Elements considered in determining a rate of return for a public utility 
include general economic conditions, ability of the utility to attract capital, 
current cost of money, financial history of the utility, and efficiency of 


management, p. 58. 
Return, § 111 — Telephone company. 


3. Rates yielding a return of 6 per cent were considered fair and reasonable 
to maintain a telephone company’s credit, p. 58. 


By the Commission: On June 20, 
1949, the Florida Railroad and Public 
Utilities Commission entered its Or- 
der No. 1548 in the above-numbered 
docket denying the application of 
Winter Park Telephone Company, 
hereinafter sometimes called applicant, 
for an increase in its general schedule 
of exchange rates and charges for tele- 
phone service. Among other things, 
said order recites and provides that: 
“The record herein is extremely un- 
satisfactory and the Commission is 
loath to grant or deny the proposed 
increases on the present state of the 
record because of the many errors 
which have been discovered. How- 
ever, the application will be disposed 
of on the present record without preju- 
dice to applicant’s right to initiate such 
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further proceedings as it may deter- 
mine to be advisable.” 

Subsequent to the entry of said or- 
der applicant filed its petition to re- 
open this proceeding for the taking of 
further testimony. Said petition was 
granted and on October 5, 1949, pur- 
suant to formal notice, a public hear- 
ing was held by the Commission in its 
hearing room in Tallahassee, Florida, 
for the purpose of taking additional 
testimony on the aforesaid applica- 
tion. 

At said hearing the following ap- 
pearances were entered: M. W. Wells, 
Orlando, for applicant; Lewis W. 
Petteway, General Counsel, Fred 
Pettijohn, Director Commerce De- 
partment, S. R. Ryan, Director Com- 
munications Department, and Fred 
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Romig, Accountant, for the Commis- 
sion. 

No one appeared at said hearing in 
opposition to the proposed increases. 
And no one appeared in opposition at 
the previous hearing at Winter Park, 
Florida, which resulted in the afore- 
said order. 

Winter Park Telephone Company 
is a Florida corporation engaged in 
furnishing both local and long-dis- 
tance telephone service to Winter 
Park, Maitland, Altamonte, Cassel- 
berry, and Longwood in Orange and 
Seminole counties and the area be- 
tween such communities. No toll 


charge is made on calls between the 
communities served by applicant— 
in fact, applicant maintains no toll line 
facilities other than those necessary 
to connect with the toll line plant of 


Southern Bell Telephone and Tele- 
graph Company at a point in close 
proximity to the central offices of ap- 
plicant at Winter Park. Except for 
the original connection by the Winter 
Park operator, all long-distance calls 
from the Winter Park area are han- 
dled completely by the operator of 
Southern Bell at its Orlando toll cen- 
ter. Applicant’s investment in plant 
and equipment used exclusively for toll 
purposes is very small as compared to 
total plant investment and that part of 
its exchange plant used for toll pur- 
poses is considerably smaller than is 
justified by the toll income. A precise 
separation of toll and exchange invest- 
ments, revenues and expenses would 
reflect not only an abnormally high 
return on toll operations but also a 
misleading picture of low returns from 
exchange operations. Therefore, the 
Commission has considered appli- 
cant’s toll ‘and exchange operations as 


a whole and has not required a separa- 
tion study. 

Applicant’s operations have ex- 
panded and grown during recent 
years. Undepreciated investment in 
plant and equipment increased from 
$226,515.36 in 1939 to $550,017 on 
December 31, 1948, and to $858,107.- 
44 on June 30, 1949. Enhancement 
in such investment between the last 
two dates was due primarily to the 
installation of a dial system which was 
cut into service on May 14, 1949. On 
July 30, 1949, such system consisted 
of 2,244 residence, 583 business and 
788 extensions, or a total of 3,615 tele- 
phones. This was an increase from 
1,311 telephones in 1939. Since the 
inauguration of the dial system ap- 
plicant has been able to offer its sub- 
scribers extended scope service where- 
by for an additional monthly charge 
the subscriber may dial any station in 
the Orlando exchange of Southern 
Bell. For ten years applicant has en- 
joyed a steady advance in both ex- 
change and toll revenues but during 
that time wages, cost of materials, 
taxes, and other operating expenses 
have likewise increased. Applicant’s 
present rates and charges were au- 
thorized by the Commission in 1930, 
In 1934 some reductions in such rates 
and charges were approved but ap- 
plicant’s basic rates and charges have 
not been changed since the latter date. 
And so it is that applicant has made 
application for an increase in its gen- 
eral schedule of exchange rates and 
charges. 

Applicant has founded its proposed 
rate base upon its estimates of average 
plant investment and average reserve 
depreciation for its fiscal year ending 
June 30, 1950. Such investment is 
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stated to be $893,414.60, and such 
depreciation is given as $100,013.82 
for an average net plant investment of 
$793,400.78. Two per cent of the 
latter sum, or $15,868.02, is requested 
as working capital, thus giving a total 
estimated rate base of $809,268.80. 

In its Order No. 1548 the Commis- 
sion observed that the rate base then 
proposed by applicant was unreason- 
ably high and that many errors were 
found in applicant’s exhibits. But ap- 
plicant seems to have taken these ob- 
servations lightly. Again its rate base 
is unreasonably high. Once more un- 
acceptable mathematical calculations 
are manifest in applicant’s case. 

For examples: Applicant has esti- 
mated on its Exhibit 18 that at its 
present rates its exchange revenues 


Stations in service at 6-30-49 


Constructed New Revenue 1949-50: 
Business 1-Party 615 Mos. in Serv. 
Business 4-Party 269 Mos. in Serv. 
Business §8-Party 62 Mos. in Serv. 
Residence 1-Party 199 Mos. in Serv. 
Residence 4-Party 3,071 Mos. in Serv. 
Residence 8-Party 421 Mos. in Serv. 


4,637 Mos. 


Extended Scope Service: 
Business 310 Mos. @ 6.50 
Residence 2,161 Mos. @ 2.00 


As shown on Exhibit 18, Column (4) 


Difference 


No estimate was made by applicant 
to cover up-grading of the service for 
ninety-six 4-party line subscribers who 
have requested one-party service, al- 
though this would result in additional 
annual revenue of $1,152. No esti- 
mate was put forward by applicant for 
new revenue from mileage charges 
despite the fact that from January 1, 
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will increase to $154,849.78 for the 
fiscal year ending June 30, 1950. As 
can be seen from applicant’s Exhibit 
21 this figure was computed by taking 
the average constructed stations in 
1948-1949, arriving at the average 
exchange figure per station and then 
multiplying this by the estimated aver- 
age constructed stations for 1949- 
1950. But by taking the actual and 
known stations in service at June 30, 
1949, and computing the exchange 
revenue plus the revenue from new 
services which are expected to be in- 
stalled in 1949-1950, we obtain a total 
of $168,047.30, or $13,197.52 more 
than the amount estimated by ap- 
plicant. Our construction of new 
revenue on present rates is as fol- 


$148,116.30 


(See below 
$5.00 3,075.00 


1,076.00 
217.00 


$13,197.52 


1949, to June 30, 1949, this revenue 
increased more than 10 per cent. Ap- 
plicant has estimated an increase in 
exchange revenues from residence tele- 
phones of $1,845.50 based upon 3,691 
months at an increase of 50 cents per 
month in the face of a proposed in- 
crease for one-party residence tele- 
phones of one dollar per month. 
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For the fiscal year ending June 30, 
1950, applicant estimates additional 
exchange revenue at $178,729.52 
based upon its proposed rates, while 
our computation for such revenue is 


Stations in service at 6-30-49 


$190,395.48, or $11,665.96 more than 
the amount submitted by applicant. 
The Commission’s computation of this 
revenue is as follows: 


Estimated Additional Revenue Year ended 6-30-50: 


Business 
Business 4-Party 269 Mos. in Serv. @ 
Business 8-Party 62 Mos. in Serv. 
Residence 1-Party 199 Mos. in Serv. 
Residence 4-Party 3,071 Mos. in Serv. 
Residence 8-Party 421 Mos. in Serv. 


4,637 


Extended Scope Service: 
Business 310 Mos. in Serv. 
Residence 2,161 Mos. in Serv. 


As shown by Exhibit 18 


Difference 


According to applicant its estimated 
operating expenses for the first year 
of dial operation will exceed actual 
operating expenses for the year ending 
June 30, 1949, by approximately $10,- 
000 and estimated operating expenses 
for the year ending June 30, 1950, will 
be approximately $5,000 in excess of 
said actual expenses. The dial service 
was not instituted until May 14th of 
this year, so the increased operating 
expenses estimated by applicant are 


Maintenance 

Depreciation 

Traffic 

Commercial and Office 
General and Miscellaneous 


The annual report made by appli- 


cant to the Commission for 1948 re- 


flects ad valorem taxes of $2,768.28 


1-Party 615 Mos. in Serv. @ $8.00 


1,614.00 
279.00 
895.50 

9,213.00 

1,052.50 


$17,974.00 


2,151.00 


$3,236.00 
$190,395.48 
178,729.52 


hard to comprehend. This is reflected 
by the tabulation below which shows 
under column (1) the actual operating 
expenses for the year ended June 30, 
1949, as taken from Exhibit 18, under 
column (2) the estimated operating 
expenses for one year of dial operation 
as taken from Exhibit 1, and under 
column (3) the estimated operating 
expenses for the fiscal year ending 
June 30, 1950, as taken from Exhibit 


(2) (3) 
$38,900.26 $44,979.13 
32,714.56 33,782.47 
20,201.68 26,597.57 
39,866.76 44,117.71 
12,842.97 12,768.96 
12,622.32 16,196.89 
22,536.55 6,176.10 


$179,685.10 $184,618.83 








but applicant estimates that like taxes 
for the year ending June 30, 1950 will 
be $9,710, or an increase of 250.76 per 
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cent. Acceptance of this increase is 
difficult when the physical plant and 
property increased only 67.68 per cent 
from June 30, 1948 to June 30, 1949. 
Further, applicant computed the 
Florida Utilities Tax at June 30, 1950, 
on total estimated operating revenues 
after the proposed increase without 
making any allowance for interstate 
toll revenues or uncollectible revenues. 
We could point out other calculations 
of the applicant considered by the 
Commission to be erroneous but that 
is unnecessary. The foregoing will 
suffice to show why the Commission 
looks askance at applicant’s estimates 
and declines to predicate an increase in 
rates and charges upon them. 

In the circumstances the Commis- 
sion is constrained to construct the 
rate base upon the fiscal year ended 
June 30, 1949. The average invest- 


ment in plant and equipment for the 


year 1948-1949 was $580,634.45. 
The average reserve for depreciation 
was $111,262.29, leaving $469,372.16. 
Working capital is constructed as fol- 
lows: total expenses were $172,745.- 
07, less depreciation of $23,469.86 and 
miscellaneous deductions of $18,772.- 
55, giving out of pocket operating ex- 
penses aggregating $130,502.66; 
therefore working capital (operating 
expenses for one month) would be 
$10,875.22. As applicant is entitled 
to charge for exchange service before 
it is rendered this allowance for work- 
ing capital may actually be somewhat 
excessive. This $10,875.22 is then 
added to $469,372.16, thus giving a 
net average investment and rate base 
of $480, 247.38. 

Having constructed the rate base, 
or, to state it differently, having as- 
certained the fair value of the appli- 
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cant’s property used and useful in fur. 
nishing the service, we must now 
determine the rate of return to which 
applicant is entitled. Of course, the 
principal question for consideration is 
whether the rates and charges author- 
ized yield a reasonable return on the 
fair value of such property. 

[1-3] Without a special contract 
for the rate hereof, the statutory legal 
rate of interest in Florida is 6 per cent 
and this interest rate applies irrespec- 
tive of whether the venture requiring 
the interest be safe or perilous. This 
rate of interest is not controlling but 
can be considered in deciding upon a 
rate of return. We might point out, 
too, that the business of applicant is 
not a perilous venture. In fact, appli- 
cant enjoys a monopoly in and between 
the aforesaid communities and in con- 
sequence is not entitled to the rates re- 
ceived by speculative enterprises. A 
6 per cent return upon the depreciated 
original cost of the property used and 
useful in furnishing service plus work- 
ing capital has been advocated by 
steam railroads, which have no trans- 
portation monopoly. And other utili- 
ties advocate returns varying from 6 
to 8 per cent, depending upon various 
factors but mainly upon the risks and 
uncertainties encountered. 

There are elements other than those 
referred to above entering into a con- 
sideration of the rate of return, includ- 
ing general economic conditions, abil- 
ity of the utility to attract capital, cur- 
rent cost of money, financial history 
of the utility, efficiency of management. 
A detailed presentation of the various 
factors weighed by the Commission 
would serve only to lengthen this or- 
der. It is enough to say that after giv- 
ing consideration to the many factors 
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involved, the Commission is of the 
opinion that rates which will yield a 
return of 6 per cent on the aforesaid 
rate base of $480,247.38 is fair and 
reasonable and will suffice under pre- 
vailing conditions, and for a reason- 
able time in the future, to maintain 
applicant’s credit. 

Applicant has contended that its net 
operating income for the year ended 
June 30, 1949, was $30,608.02 ; how- 
ever, this figure overlooks a nonre- 
curring item of $6,406.76 due to inter- 
est income on plant under construc- 
tion. When this item is considered 
with the applicant’s taxable income, 
which applicant states is $29,626.86, 
Federal income taxes must be adjusted 
and the result is a tax of $5,305.02 in- 
stead of the $8,202.24 shown on appli- 
cant’s Exhibit 18. When the differ- 
ence between the last two sums, plus 
other interest of $354.70, is added to 
the $30,608.02 an adjusted net operat- 
ing income in the amount of $33,859.- 
94 results for 1948-1949. Our ad- 
justment of such net operating income 
and Federal income taxes is shown be- 
low: 


Net Operating Income 
Add: 


Other interest .. 
Income tax adjustment 


2,897.22 3,251.92 
Net Operating Income Adjusted ... $33,859.94 





Federal Income Tax Adjustment 


Taxable income as shown by file .. $29,626.86 

Less: Interest income on plant un- 
der construction—nonrecurring .. 6,406.76 
$23,220.10 


Taxable income adjusted 


Tax computation : 
Normal tax: 
Base 
$3220.10 @ 19% 


Surtax: 
$23,220.10 @ 6% 


Federal Income Tax Adjusted .. 
Tax as shown Exhibit 18 


$5,305.02 
8,202.24 


Difference due to interest income $2,897.22 


On a 6 per cent return a net 
operating income of $28,814.84 is 
required and the aforesaid ad- 
justed net operating income exceeds 
this amount by $5,045.10. But 
we do not overlook the fact that 
applicant converted from a common 
battery to a dial operation thereby in- 
creasing materially the investment at 
the close of the year ended June 30, 
1949, as compared to the average in- 
vestment during such fiscal year and 
since rates are fixed for the future 
this enhanced investment has been 
considered. So the average cost per 
station per month for the fiscal year 
ended June 30, 1949, was arrived at; 
namely, $168.69, and in a similar man- 
ner it was determined that the cost at 
June 30, 1949, was $237.97, or 41.- 
0694 per cent greater than the average 
for such year. On these calculations 
additional net operating income is 
required to produce a 6 per cent re- 
turn on the increased cost per station 
since conversion to dial operations 
and such additional income is ascer- 
tained by multiplying $28,814.84 by 
.410694 and subtracting from the re- 
sult the sum of $5,045.10 giving 
$6,788.98. 
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The next step is to determine the 
additional gross revenue required to 
produce the additional net operating 
income of $6,788.98. The divisor nec- 
essary to equate applicant’s net opera- 
ting income to gross revenue is 48.325 
per cent and such percentage is arrived 
at as follows: 

From 100% operating income 
deduct 1% for uncollectible 


deduct 1.5% for state 
utility tax 2.5% 


leaving 97.5% 
Federal income tax at 53% 53 % 


51.675% 
100% 
deduct 51.675% 
leaving 48.325% 
When $6,788.98 are divided by the 


aforesaid equating figure of .48325 per 
cent, $14,048.59 is the answer and 


constitutes the additional gross rev- 


enue requirements. To achieve the 
results set forth above the applicant 
should increase by 9.485 per cent its 
general exchange rates and charges in 
effect as of June 30, 1949 subject, 
however, to the limitations hereinafter 
stated regarding 4-party line serv- 
ice. Of course, this percentage in- 
crease is to be made applicable to the 
revenues produced by the exchange 
rates and charges in effect at June 30, 
1949, instead of to the rates and 
charges themselves. 

According to applicant’s Exhibit 24 
it had in service on June 30, 1949, 
business and residence 8-party line 
telephones totaling 287; however, the 
record reveals that in nearly every, 
if not all, cases the subscribers to 
these telephones are in rural areas 
and need only the minimum of tele- 
phone service. The same exhibit dis- 
closes that at the same date appli- 
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cant had in service a great many 
more 4-party line telephones. Appli- 
cant proposes to raise its 4-party 
residence rate from $2.50 to $3 
monthly and 4-party business rate 
from $4 to $6 monthly. Most of the 
complaints received by the Commis- 
sion relative to telephone service have 
to do with 4-party line service, which 
service is far from satisfactory at its 
best. We think applicant has failed to 
affirmatively show any justification for 
establishing the proposed increase for 
4-party line service or any differential 
between the proposed rates for this 
service and other classes of service, 
and by reason of such failure the Com- 
mission is of the opinion that rates on 
4-party line service should not be in- 
creased in excess of $2.75 per month 
for 4-party line residence telephones 
and should not be increased in excess 
of $5.50 per month for 4-party line 
business telephones. 

From the record the Commission 
finds that : 

(1) The net average investment of 
Winter Park Telephone Company in 
the sum of $480,247.38 represents the 
rate base or fair value of the applicant’s 
property used and useful in rendering 
telephone service and upon which the 
applicant is entitled to a fair return. 

(2) Six per cent is a fair, reason- 
able, and compensatory rate of return 
to be allowed Winter Park Telephone 
Company upon said net average in- 
vestment. 

(3. In order to provide for such 
6 per cent rate of return the revenues 
produced by the rates and charges of 
applicant as of June 30, 1949, should 
be increased by 9.485 per cent. 

(4) Four-party line telephone rates 
should not be increased in excess of 
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$2.75 per month for 4-party line 
residence telephone service or in ex- 
cess of $5.50 for 4-party line business 
telephone service. 

(5) The applicant should prepare 
and file a general schedule of rates and 
charges which will (a) produce an in- 
crease in revenue of 9.485 per cent 
over the revenue produced by its ex- 
change rates and charges in effect as of 
June 30, 1949, and (b) prescribe rates 
on 4-party line business and residence 
service consistent with the aforesaid 
findings with respect thereto. 

(6) The rates and charges author- 
ized herein should become effective on 
or after January 1, 1950, with the 
bills on and after said date. 


(7) The increase in exchange rates 
and charges authorized and prescribed 
by this order is justified and is fair 
and reasonable. 

Now therefore, in consideration 
thereof, it is Ordered, Adjudged, and 
Decreed by the Florida Railroad and 
Public Utilities Commission that 
Winter Park Telephone Company is 
hereby authorized and directed to pre- 
pare and file with this Commission for 
its approval a general schedule of ex- 
change rates and charges in accordance 
with the findings herein to become ef- 
fective for billing periods on and after 
January 1, 1950, for bills covering 
service furnished on and after January 
1, 1950. 





WISCONSIN PUBLIC SERVICE COMMISSION 


City of Mauston, Juneau County 


Commonwealth Telephone Company 


2-U-2949 
December 23, 1949 


Cl. against rates and service of telephone company; 
dismissed with respect to rates and jurisdiction retained. 


Return, § 6 — Basis — Comparison of future revenues with past expenses. 
1. The projection of revenues and comparison with expenses for an earlier 
period do not afford a valid basis for comparison to show that the rate of 
return will be excessive, p. 62. 

Return, § 111 — Telephone company. 
2. A return of 5.9 per cent was considered reasonable for a telephone com- 
pany, p. 62. 

* 


By the Commission: Under date ton filed a complaint with the Com- 
of January 26, 1949, the city of Maus- mission alleging that the service ren- 
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dered by Commonwealth Telephone 
Company at its Mauston exchange 
was inadequate and therefore the rates 
for such service were wholly unrea- 
sonable. 

The Commission’s notice of inves- 
tigation and hearing was issued Febru- 
ary 4, 1949, and hearings in the docket 
were held March 2, 1949, and May 12, 
1949 at Mauston before examiner 
Weston Wood. 


APPEARANCES: City of Mauston, 
by Charles P. Curran, City Attorney, 
and Thomas J. Curran, of counsel; 
Commonwealth Telephone Company, 
by Schubring, Ryan, Peyerson & 


Sutherland, Attorneys by F. A. Brynel- 
son and William Ryan, Madison. 

Of the Commission staff: K. J. 
Jackson, rates and research depart- 
ment, and John A. Brady, engineering 


department. 

Most of the testimony presented at 
the March 2nd and May 12th hearings 
dealt with the alleged inadequacy of 
service. On September 21, 1949, the 
matter was orally argued in connection 
with a similar case concerning the 
city of Wisconsin Dells (docket 2—U- 
2945). The argument related to the 
power of the Commission to order 
Commonwealth Telephone Company 
to take steps to convert its Mauston 
exchange or its Wisconsin Dells ex- 
change from magneto equipment to 
common battery or dial. Following 
said argument the Commission con- 
cluded that the record should be sup- 
plemented by further evidence as to 
the ability of Commonwealth Tele- 
phone Company to render reasonably 
adequate service at its Mauston ex- 
change through use of existing magne- 
to facilities. By order dated Novem- 
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ber 25, 1949, the Commission re- 
opened the proceeding for the purpose 
of obtaining such additional evidence, 
In the meanwhile, on September 9, 
1949, Commonwealth Telephone 
Company filed a general application 
with the Commission (docket 2—U- 
3136) for a further increase in rates 
at its various exchanges, including 
Mauston. 

While it is evident from the record 
that the matter of the level of rates 
at Mauston is directly involved with 
the adequacy of the service, it is also 
evident that consideration of the level 
of rates at Mauston separate and apart 
from the other 123 exchanges operated 
by Commonwealth Telephone Com- 
pany raises a serious question of policy 
with respect to basic rate-making prin- 
ciples. 

[1,2] By order dated January 21, 
1949, 78 PUR NS 437, the Commis- 
sion authorized Commonwealth Tele- 
phone Company to increase rates at its 
various exchanges including Mauston. 
By its very nature, the fixing of rates 
involves predictions for the future. 
The evidence in this proceeding (doc- 
ket 2-U-2949) does not fairly estab- 
lish that the rates authorized on Janu- 
ary 21, 1949, produce an excessive 
rate of return in 1949 at Mauston. 
Counsel for the city takes the rate base 
for the Mauston exchange established 
by the Commission in docket 2—U- 
2390, which is $108,566, and then 
claims that on the basis of March, 
1949, operating revenue projected on 
a full year basis as compared to ex- 
penses for the year ending December 
31, 1948, the company will earn a re- 
turn in excess of 13 per cent on the 
rate base as found by the Commission. 
This is not correct. The projection 
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of revenues and comparison with ex- 
penses for an earlier period does not 
afford a valid basis for comparison. 
In any event, the actual rate of return 
on this rate base, according to financial 
data now before the Commission, after 
a downward adjustment of mainte- 
nance expenses from $11,906 to $9,- 
304 is 5.9 per cent which is not an ex- 
cessive rate of return for the Mauston 
exchange of the Commonwealth Tele- 
phone Company. 

Essentially, the city’s principal chal- 
lenge to the reasonableness of the rates 
at Mauston is the relationship of such 
rates to the quality of service fur- 
nished. The Wisconsin Statutes are 
silent on this exact point. They do re- 
quire the rendition of reasonably ade- 
quate service and that question is an 
issue in the present case. In view of 
the pendency of proceedings in docket 
2-U-3136 and the further proceedings 
in this docket (2—U-2949), and in 
view of the broad scope of the issues 
raised in this proceeding which are of 
material concern to all of the commu- 


nities served by Commonwealth Tele- 
phone Company, the Commission 
deems it appropriate and advisable to 
dismiss the proceedings in this docket 
in so far as they relate to the level of 
rates. The level of rates at Mauston 
will be considered under the general 
proceedings in docket 2-U-3136. 

The Commission finds: 

1. That the rate schedule authorized 
on January 21, 1949, in docket 2-U- 
2390 and presently in force for service 
at the Mauston exchange of Common- 
wealth Telephone Company has not 
produced an excessive rate of return 
on the rate base for the Mauston ex- 
change as determined by the Commis- 
sion in docket 2-U-2390. 

The Commission concludes : 

That an order should be entered dis- 
missing only that portion of the pro- 
ceeding herein which relates to the 
reasonableness of rates charged at the 
Mauston exchange of the Common- 
wealth Telephone Company and re- 
taining jurisdiction as to the adequacy 
of service and facilities. 





UTAH PUBLIC SERVICE COMMISSION 


Re Pacific Greyhound Lines 


Case No. 3403 
January 10, 1950 


PPLICATION by bus company for authority to increase rates 
A for transportation of newspapers and flowers; denied. 


Rates, § 650 — Basis for increase — Absence of supporting evidence. 
The Commission may not grant increases in rates except upon a showing 


that such increases are justified. 


* 


63 
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UTAH PUBLIC SERVICE COMMISSION 


APPEARANCES: Earl A. Bagby, for 
petitioner; Calvin W. Rawlings, for 
protestants, Utah State Florists As- 
sociation; John D. Rice, for the Salt 
Lake Tribune and the Salt Lake Tele- 
gram; Chas. A. Root, for Public Serv- 
ice Commission of Utah. 


By the Commission: This applica- 
tion was filed with the Commission on 
May 24, 1949. The application seeks 
an increase in the rates and charges on 
newspapers and flowers. 

It is shown that the rates on news- 
papers now in effect were established 
about seventeen years ago and no in- 
crease therein has taken effect since 
that time. 

The applicant, Pacific Greyhound 
Lines, is a common carrier of passen- 
gers by motor vehicle from Salt Lake 
City through Wendover, Utah, to San 
Francisco, California. 

As a matter of public service it also 
delivers newspapers and flowers and 
other emergency express shipments of 
various commodities to the extent that 
such emergency shipments can be 
handled without interfering with the 
convenience and safety of its passen- 
gers. 

The Pacific Greyhound Lines oper- 


ate in interstate commerce as well as 
intrastate within the state of Utah, 
The rates applied for on intrastate 
commerce are now in effect on inter- 
state commerce. No attempt was made 
to show that the handling of news- 
papers and flowers was unprofitable or 
was performed at lower rates than are 
profitable. No testimony or evidence 
was introduced showing that intrastate 
in Utah shipments of these commod- 
ities have been received to the extent 
of interfering with the prompt and 
convenient movement of passengers. 
The evidence shows that the volume of 
such shipments is small and inconse 
quential but that the services of Grey- 
hound in transporting these shipments 
meet a vital public need. Thus the 
Commission is left without any evi- 
dence to justify the increases sought 
and under the Utah laws, we cannot 
grant increases in rates and charges 
except upon a showing that such in- 
creases are justified. 

From the evidence adduced in this 
case, the Commission finds that the in- 
creases petitioned for have not been 
justified and must be denied. 

An appropriate order follows. [Or- 
der omitted. ] 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; mews concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


New $6,000,000 Plant to Be 
Built by Florida Pwr. & Lt. 


T= Florida Power and Light Company 
plans to build an additional $6,000,000 gen- 
erating unit, to be completed in 1952, according 
to an announcement by McGregor Smith, presi- 
dent. It will be located wherever population 
growth demands. With its completion the com- 
pany will have increased its plant capacity by 
two and one-half times since V-J Day. 

This expansion is in addition to the com- 
pany’s $108,000,000 postwar construction pro- 
gram which runs through 1951 and which has 
already more than doubled its generating 
capacity since the end of the war. 


Power Equipment Company 
To Represent Springfield 


Guawme Boiter Co., Springfield, Ill., an- 


nounces the appointment of the Power ~ 


Equipment Company, 4706 Holly street, Kansas 
City 2, Mo., as sales representatives for Spring- 
field water tube boilers in the Missouri valley 
and western plains area north of Texas, includ- 
ing the Rocky Mountain area and the States 
of Wyoming, Montana, and North Dakota. 


Combustion-Eng, Appointment 


Ce ENGINEERING - SUPERHEATER, 
_Inc., has appointed Carl E. Miller to the 
engineering staff of its industrial department. 
Mr. Miller was formerly technical advisor in 
research and development on coal, gas, and 
petroleum technology at Battelle Memorial In- 
stitute and served as special consultant on fuels 
to the Economic Codperation Administration in 
Europe. 

Mr. Miller is well known in the utilities and 
power field, having been associated for eight 





years with the Potomac Electric Power Com- 
pany and for three years with the Northern 
Indiana Public Service Company. During 
World War II he served in the Office of the 
Chief of Engineers of the War Department as 
chief of the heating section and assistant chief 
of the utilities branch. 


New Eastern Manager for 
Worthington Engine Division 


T= appointment of A. M. Boehm as east- 
ern manager, engine division, has been an- 
nounced by John J. Summersby, vice president 
in charge of sales, Worthington Pump and 
Machinery Corporation. Mr. Boehm will han- 
dle sales negotiations for gas and oil pipe lines 
equipment and oil and gas engines for all serv- 
ices, He will continue to make the corporation’s 
New York district office his headquarters. 

Mr. Boehm has served Worthington for 
twenty-five years as an engine sales specialist 
assigned to various district offices throughout 
the country. He succeeds W. L. Russell who 
has been assigned to handle Canadian sales for 
the John Inglis Company, Worthington’s Ca- 
nadian associate. 


Bulletin on Aluminum Paints 


6¢Cjounmon Sense Will Tell You, One Alu- 
minum Paint Can’t Do Everything” 
starts out a very interesting folder on specialty 
aluminum paints just released by The Sky- 
bryte Company, Cleveland 14, Ohio. The com- 
pany claims to have specialized in maintenance 
paints since 1917. 

The folder describes in detail even to prices, 
six special Skyco aluminum paints: Rust-Tox 
for applying directly over rusted surfaces; 
Heat-resisting interior aluminum paint; Heat- 

(Continued on Page 22) 


GRUENDLER CRAFTSMANSHIP SERVING INDUSTRY 66 YEARS 


Check your Coal Costs the scientific way 


The GRUENDLER COAL SAMPLE CRUSHER 


Enables you to determine the Actual Heat Units in any car of Coal 


The Coal or Coke fed into a Gruendler Coal Sampling Crusher is uniformly crushed 
and thoroughly mixed in one operation, assuring accurate analysis. 

takes so littie time that moisture evaporation is negligible. 

or without Riffie Splitter and Rife Buckets. 


Meets U.S. Bureau of Mines Standards 
IMustrated Bulletin No. 22 mailed on request 


GRUENDLER CRUSHER & PULVERIZER CO. 


2915-25 NORTH MARKET ST., DEPT. 2-PUF, ST. LOUIS 6, MO. 
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MAXIMUM CONTACT 
provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


CONDUCTOR ee ee ne ee 
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resisting exterior aluminum paint; Acid an 
alkali resisting aluminum paint; Fence-Bon; 
for painting rusted chain link fences; anj 
Utility aluminum paint. 


Motorola Installs ‘Two-way 
Radio for Illinois Power 


W is claimed to be one of the large 
power utility two-way radio installatig 
in history has been announced by Motorof 
Inc. The Illinois Power Company, has 
tracted with Motorola for 193 mobile units a 
12 fixed station units, all remotely controlle( 
This two-way radio system, covering cent 
Illinois, will be used to communicate betwee 
the company’s service areas and mobile unj 

One of the interesting aspects of this systen 
is that actual field surveys were conducted 
determine primary coverage areas and a bar. 
rage balloon was used to elevate transmitting 
and receiving equipment to the height neces. 
sary to secure the desired coverage. Tower 
heights were also determined by this method, 

This is the second large utility company to 
install two-way radio on a lease program utiliz- 
ing Motorola equipment. 


New 4-Ton Heavyweight Trud 
Unveiled by Dodge 


D= has expanded its line of “Job-Rated” 
trucks in the high tonnage field to includ¢ 
a rugged 4-ton heavyweight. 

L. L, Colbert, president of the Dodge Divi:- 
sion, Chrysler Corporation, recently announced 
that the company is introducing the entirely 
new and more powerful truck in 30 basic 
models. The 396 different basic truck models 
now offered by Dodge cover nearly 99 per cent 
of all hauling needs. 

Designated as the Y and YA models, the new 
trucks have a nominal rating of four tons, a 
gross combination weight of 50,000 pounds, and 
a gross vehicle weight of 28,000 pounds—an 
increase of 5,000 pounds over the 23,000-pound 
maximum GVW formerly offered by Dodge. 


Powereel Designed for Handling 
Heavy Electrical Cable 


NDUSTRIAL ELECTRICAL Works, Omaha, Ne- 
braska, manufacturer of electrical equip- 
ment, is introducing a new and improved model 
of its Powereel which is expressly designed for 
simplifying the handling of long heavy electri- 
cal cables. 

The new model 3000 series Powereel offersa 
ready solution to all phases of this problem ot 
handling heavy cables, the manufacturer claims, 
It is portable, saves labor, time, eliminates ex- 
cessive cable wear, boosts cable-handling efi- 
ciency. A new 2-wheel hand truck, consisting 
of a handlebar and separate axle with two rub- 
ber-tired wheels made for attachment to the 
new Powereel makes it easy for one man to 
handle the unit when reel is loaded to capacity. 
These new attachments are available as an op 
tional extra. When used without the hand 
truck, the twin handles of the combination 

(Continued on Page 24) 
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CUTS COSTS 
ON 
MORE 
DIFFERENT 


Your CLEVELANDS give you the ad- 
vantages of fast economical machine 
trenching on more different kinds of 
jobs—from house service work among 
close obstructions in crowded city 
areas to long main and distribution 
lines. Rugged CLEVELANDS are built 
to stay on schedule and to give you 
rock-bottom maintenance and oper- 
ating costs. That’s why they have 
been preferred by utilities and muni- 
tipalities over many years. Investi- 
gate the CLEVELAND story today. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND !7, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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handle and cord guide make two-man carrying 
of heavy cable easy work. ; 

Descriptive literature and prices are available 
on request from Department A105, Industrial 
Electrical Works, 1509 Chicago street, Omaha 
2, Nebraska. 


Heavy-duty Machine for 
Clearing Land 


HE Bushwacker, “a mowing machine for 
trees,” is now in production at the Fort 
Wayne, Indiana plant of the American Steel 





Dredge Company, Inc., according to Walter W. 
Walb, president of the company. The produc- 
tion model evolved from five machines that 
have been built and operated during the past 
six years, 

This new machine is a rather substantial 
piece of equipment, weighing 14 tons, mounted 
on a crawler-tractor unit and powered by a 
168 h.p. Diesel engine. It is 10 feet wide, 214 


feet long overall and clears a swath 6 feet wide 
at a speed of about a mile and a half per hour. 

In one pass over a densely wooded area, trees 
up to eight inches in diameter and all under- 
growth are reduced to small fragments and de- 
posited upon the ground. The topsoil is not 
disturbed. Regrowth is retarded, due to the 
fragmentation of trunk fibers at the root 
junctures, 

The shredded residue left upon the ground 
serves as a mulch and eventually decays, adding 
humus to the soil. Erosion is prevented while 
moisture tends to remain in the soil, favoring 
the rapid growth of native grasses on the 
cleared areas. 

The manufacturer reports the successful use 
of the Bushwacker pre-production machines on 
several land clearing projects which include fire 
breaks, pole line clearance and “brushing,” 
highway and pipeline right-of-ways and build- 
ing sites. 


G-E Issues Booklet on 
Gas-filled Cables 


A= booklet, “Gas-filled Cables,” directed 
to utilities and their engineers, has been 
published by the construction materials depart- 
ment of General Electric Company. Much de- 
tailed, technical information is contained in 
this publication on low pressure, medium pres- 
sure, and high pressure gas-filled cables, in- 
cluding a discussion on operation, application, 
and performance, 

The booklet is available from construction 
materials advertising division at Bridgeport. 

















This announcement is under no circumstances to be construed as an offering of these securities for sale, or 
as an offer to buy, or as a solicitation of an offer to buy, any of such securities. 
The offering is made only by the Prospectus. 


NOT A NEW ISSUE 





190,096 Shares 
Upper Peninsula Power Company 
Common Stock 


(Par Value $9 Per Share) 


Price $14.125 per Share 


Copies of the Prospectus may be obtained in any State in which this announcement is 
circulated from only such of the Underwriters, including the undersigned, 
as may legally offer these securities in such State. 


Kidder, Peabody & Co. 


March 3, 1950. 


Paine, Webber, Jackson & Curtis 
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What we really make is Time 




















It is faster to 


Hane A WALL 


than to 


PILE IT UP 


Little blocks, say 2°x4’x8",don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson’s real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 













\ 
a 
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IN 


Point is, we integrate the right materials with 


exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, 





PITTSBURGH, PA. 
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Evide-Menchex Batterie 


ASSURE DEPENDABLE POWER FOR SWITCHGEAR OPERATIONS 


Exide-Manchex Bat- 

teries are DIFFER- 

ENT in design, con- 

struction, perform- 

ance . . . differences 

you can count on for dependable battery 

service day after day ...and at a saving. 

One outstanding feature is the famous 

Exide manchester positive plate, which is 

used exclusively in the Exide-Manchex 

Battery. Other important features include: 

. .. Slotted plastic separators, impervious 

to chemical and electrical reaction. 

. .. plastic spacers that maintain perfect 
alignment. 


. . the latest development in molded glass 
jars. 


. heavy terminal posts with copper in- 
serts for extra conductivity. 


Combined, these Exide-Manchex features 
assure you dependable power for positive 
operation of switchgear. 


For an adequate and uninterrupted supply 
of current for central and sub-station 
services, use Exide-Manchex Batteries. 
Wherever used, you can expect trust- 
worthy performance, long battery life and 
low cost maintenance. 


1888 . . . DEPENDABLE BATTERIES FOR 62 YEARS... 1950 


“Exide” and “‘Manchex” Reg. Trade-marks U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Whatever work your trucks do... 
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MEW INTERNATIONAL TRUCKS 


are Heavy-Duty Engineered 10 SAVE YOU MONEY 





Heavy-duty engineering is yours now in 
every single new International Truck from 
4,200 to 90,000 pounds gross vehicle weight. 


That’s the extra value engineering that has 
kept Internationals first in heavy-duty truck 
sales for 18 straight years. 


Cost-conscious, profit-minded truck users 
have preferred Internationals year after year 
for only one reason: International’s heavy- 
duty engineering means longer truck life, 
lower operating and maintenance costs. 


The same organization that kept Interna- 
tionals a tradition in the heavy-duty truck 
field have developed heavy-duty engineered 
truck stamina in every new International 
Truck, regardless of size. 


You'll find new comfort in the new Comfo- 
Vision Cab. Model for model, here is “the 
roomiest cab on the road.” It gives you full 
front visibility through a giant, one-piece, 


All NEW, ALL PROVED 


INTERNATIONAL 


INTERNATIONAL HARVESTER COMPANY 


a 


scientifically curved Sweepsight windshield. 


And comfort is right at your fingertips 
when you take the sturdy wheel. The entire 
steering system is engineered to provide 
more positive control from a more comfort- 
able position. 


You'll get an all-new truck proved under 
actual operating conditions. “Proved under 
actual operating conditions” takes in years 
of time, millions of dollars, countless miles. 
But these new Internationals took in all those 
and then some—to give you proved-in-ad- 
vance performance. 

Find out all about that performance from 
your nearest International Truck Dealer or 
Branch, soon. 

International Harvester Builds 8 
McCormick Farm Equipment and Farmall 


Tractors . . . Motor Trucks Ka 
Industrial Power . . . Refrigerators and Freezers 


Tune in James Melton and “Harvest of Stars” 
NBC, Sunday afternoons 


TRUCKS 


CHICAGO 


NEA 
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AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
i LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE *% 


a SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


a WRITE FOR CATALOG 6OOS5, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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What's the current outlook for your company? 


paps: of your consumers’ bills now 

may disclose certain trends that will be 
of considerable value to you in planning your 
rate and promotional programs. 


Let us prepare such consumers’ usage data 
for you. 


After all, we can analyze your bills in %4 the 
usual time . : . and at approximately 4 the 
cost of having them done in your offices by 
your own people. 


The Bill Frequency Analyzer—which we de- 
veloped especially for consumers’ usage data 
—can analyze as many as 200,000 of your bills 
in one day. Consequently, the cost to you is 
but a tiny fraction of a cent per item. 


Send for FREE booklet 


“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. Send for it 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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"MIDDLE-WEIGHT" 
GMC SIX-WHEELERS 


Os 





Bringing the Advantages of Dual Drive 
Design to Many More Truck Operators 


Here’s welcome news for municipalities, public 
utilities operators and other truck users who need 
trucks that combine great tractive ability with low 
gross vehicle weight. 


These new GMC series ‘*400”’ and ‘‘620”’ 6-wheelers 24,000 and 3 2,000 < 










answer every requirement of these vocations. In Pounds G 

the bargain they give you the plus values of GMC 2 e Vw 
engineering and design . . . in powerful valve-in- 48 and 270 E 

head engines that are basically the same as ‘“‘the of] 104 Ngines 
Army’s Workhorse”. . . in modern, wide-vision, nd 120 h. p, 





extra comfort cabs . . . in rugged, truck-built 
chassis that include such outstanding features as 
wholly new, high efficiency dual drive axles, 
bumper bar grilles, recirculating ball bearing 
steering, Syncro-Mesh transmissions, frames of 
11.1 and 16.03 section modulus. 


These new GMCs offer a long-desired lower cost 
way of hauling big loads, on or off the roads. Let 
your GMC dealer give you the highly acceptable 
facts and figures for your particular job. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 


FRUCKS ~ 


This paye is reserved under the MSA PLAN (Manufacturers Service Agreement) 














farch 16, 1950 Public Utilities Fortnightly 31 





1 16, 19 










EWPORT NEWS 
MECHANICAL 
RACK RAKE 
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Tar Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants,. pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 








Water users per shift can, under ordinary condi- 
troubled with trash are tions, keep the racks clean for a 
1 o write or 
new descriptive rack dozen bay Ss. 
rake catalog. 









NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


a: NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Ford, Bacon & Davis 


VALUATIONS Fnaineers ere (Ay 


REPORTS 
NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 





Mention the FortnicuHtty—It identifies your inquiry 
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GILBERT ASSOCIATES, Inc. 

ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Desi d Construction Personnel Relations 
ieuesiens aah tanned Reading © New York © Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 

FREDERIC R. HARRIS, INC. 
HARRIS-DECHANT ASSOCIATES 
Consulting Engineers 
Reports Designs Management 
New York Philadelphia San Francisco 











_|f} — HENKELS & McCOY —— 








Electric & Telephone Line Construction Company 
nanmaneeencocmecents CONTRACTORS ee 
CONSTRUCTION MAINTENANCE PHILADELPHIA TREE TRIMMING 

BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAB AND VIL LINES 
NOW WORKING IN FOURTEEN STATES 


























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 




















She Kul j Lan (oyvocalion 


ENGINEERS! CcOnSYFRUCTOR S 
1200 NORTH BROAD STREET, PHILADELPHIA 21, PA 





A AN N 











Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
CONNECTICUT 











NOROTON 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer na & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 





Mention the FortnicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


. Sewage and industrial Waste Problems 
aimnelds, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Aguetents - a: Reports 


nnection 
rate mentale depreciation, fixed capital 
security issues. 


reclassification, original cost, 








| | 
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BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, desi and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS, RATES 


231 S. LASALLe St., Cricaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELECTRIC Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SouTtH DearBorn St. Crrcaco 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





ng * Takiel-edlels 


Product Development & Research 


United States Testing Company, Inc. 


le lelele).4-1aF N J 
Bost Chicag Denver - lt 


s * New York - P 



































JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 














WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
vA — STUD — REPORTS — 
SIGN — SUPERVISI ON 


eons — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS -- PUBLIC WORKS 


CONNECTICUT 


NEW HAVEN 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ne 
ence. Their products and services cover a wide range of utility needs. 
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Albright & Friel, Inc. Engineers 


Alien & Compa pany 
American Appraisal Company, The 


Babcock & Wilcox Comper. The 
*Bankers Trust Com 

Barber Gas aa 

*Bituminous Coal Institute 

Black & } ag Cae Engineers 
*Blyth & Co., 


Carter, Earl L., Consulti 

Cleveland Trencher ng = 

*Cochrane Corporatio 

*Combustion Engineering —Superbeater, Inc 
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y & Zimmermann, Inc., Engineers 
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*Delta-Star Electric Company 
Dodge Division of Chrysler Corp. 
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Electric S$ Com 
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*First Boston Corporation, The 


, Bacon & Davis, Inc., Engineers 
*Foster Wheeler Corporat ion 
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Electric — Outside Back = Gorm 


Truck and on Division ... 
Apoastes: f Inc., Engineers ° 





Company, 
Crusher a's Pulverizer Co. «. The 
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Harris, Frederic R. Inc., Engineers 


Henkels & McCoy, Contractors 
Hoosier Engineering Company 
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puberantpeass Business Machines C ration .... 


Harvester Company, 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, E 
Jensen, Bowen & Farrell, 


Kidder, Peabody & Co. 
King, Dudley F. 

Kinnear Manufacturing Company, The 
Kuljian Corporation, The, Engineers 


*Leece-Neville Company 

Lefer, William S., Engineers ... 
Loeb —, =, Engineers eee 
ay , & Company 
Lucas & Laie: * Engineeers 


*Main, Chas. T., Inc., Gagasers 
Mercoid Corporati ion, 
*Morgan Stanley & AY 


*National Association of Yailroad and Utilities 
Commissioners 

*New York ng of souery. Analysts, Inc. 

Newport News Shipbuilding & Dry Dock Co. 


Pandick Press, Inc. 
Penn-Union Electric Corporation 
Pioneer Service & Engineering Company 


Recording Bs ees Corp. 
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Schulman, A. Yerechie c Co. Contractors 
. Lowe, Consulting Enginee 
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Sunbury Wire Rope Mfg. Company 


ae Securities Corporation 
United States Testing Co., Inc. 
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‘ Dependable Industrial 


@ These two trade-marked coals are being 

shipped to more and more industrial plants as 

they continue to prove their value as low-cost 
steam producers. 

One of Southern’s experienced fuel engineers 

will be glad to tell you how GRAHAM or 

BROWDER coal is quickly amortizing 

new plant investments in numerous lo- 

cations. A positive way to find out 

about the money-saving charac- 

teristics of these coals is to 

test the one our engi- 

neers recommend 

in your plant. 


@ Specifically prepared for industrial or util- 
ity use GRAHAM Coal and BROWDER 
Coal deliver exceptional efficiency and 
daily economy. Produced in West- 

ern Kentucky by the most modern 

methods known to the indus- 

try... and ready to serve 

you every produc- 


# SPECIALIZED SERVICE <p> ' 
from our staff of 4/14, 
fuel engineers is available 
always. They can provide you 
with a technical service on industrial 
coals backed by 53 years experience in the 


coal business. On request, one will welcome Write or Telephone 
the opportunity to counsel with you. Our Nearest Office 


Zeoitcee Col Cpang 


General Office: 333 North Michigan Avenue, Chicago Seces 
Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, KNOXVILLE 
LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
Sinclair Coal Company, Kansas City 6, Mo.—Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal—Canadian Representative 





. Ever install a new film cutout 


and find it shorted when the current went on? 


You probably have, if you operate series 


street-lighting circuits. And if 
your experience is like most, 
the short in that 3'2¢ cutout cost 


you many dollars to correct. 


Now General Electric has developed, and in- 
stalled in its production line, an automatic tester 
which actually tests each film cutout for shorts 
and insulation values—individually— before it is 
packaged. 

Starting with cutouts that are’ known for the 
accuracy of breakdown, that are obtainable in 
the right rating for the right lamp, and that are 
designed to operate under high temperature and 





individual 
tested 


TO SAVE 


YOU MONE 


pressure conditions, G.E. has produced even a 
better film cutout without any increase in price. 


Individually tested film cutouts are ; 
example of General Electric’s policy 
the best, first. Next time you order cit 
specify General Electric and save yourse | ti 
and money. Apparatus Department, (<¢ 
Electric Company, Schenectady 5, N. Y. 


GENERAL (6) ELECTRIC 





